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StR GEOFFREY BRACKEN 


We record with deep sorrow the death of Sir Geoffrey Bracken, joint editor 


of Economic Digest from its foundation over four years ago. 


His work 


as honorary, for he saw in the magazine a means to serve his generation. 


o readers of the magazine, he gave freely of his time. 


His judgement was 


hased upon fine scholarship, long experience as an administrator, infinite 


patience and tolerance, and complete integrity of character. 


Those whom 


ie served through these pages will join with us in honouring the memory 
of a gracious friend. 





SEEN IN PERSPECTIVE 


by GRAEME S. DORRANCE 


Subsidies and the Cost of Living 


in last month’s note, attention was 
rawn to the necessity for, and diffi- 
ulty of, a reduction in Government 
xpenditure. The conclusion reached 
as that for all categories except 
ut of subsidies there was little 
ope of making reductions on a 
nificant scale. In this note the 
bsidy problem and particularly the 
restion of food subsidies will be 
amined 


In such a review we must start 
ym first principles. The food 
ubsidies lower the cost of the sub- 
lised foods. By themselves they 
» nothing more nor less. But they 
ust be financed and taxes raised 

pay them. If the taxes imposed 
‘e indirect taxes, they will raise 
ie cost of the taxed articles, and 
they are direct they may raise the 
eneral price level. It is estimated 
that in the current financial year 
irect taxes will produce £2,300 
million, and indirect taxes will pro- 
uce £1,700 million. Therefore if 
food subsidies and indirect taxes 
vere reduced simultaneously, some 
prices could be raised and others 
lowered. 


As a first approximation, this is 
true. But the problem is more com- 
plex. Any system of subsidies fin- 
anced by indirect taxation does not 
produce equal effects on the prices 
of the subsidised and taxed article’. 
It raises the price of the taxed ar- 
ticles more than it reduces the prices 
of the subsidised ones. In other 
words, it raises the cost of living! 
Subsidies Can Raise Living Costs 

The reasons for this, at first sight, 
paradoxical result become apparent 
if a simple example is studied. This 
is done in Table I. Here it is as- 
sumed that we have supplies of two 
commodities (A and B) upon which 
consumers are willing to spend 
£1,000 each, if they are sold at prices 
equal to their costs of production 
(Case I). It is then decided to sub- 
sidise one with a 10°% subsidy (B) 
and tax the other 10% (A), It might 
then be assumed that (if total con- 
sumer expenditure on these two 
goods remained constant) — indi- 
viduals would be willing to spend 
10% more on one of them (A) and 
10°., less on the other (B). All that 
would happen would be that the 








Facto! 

Case Commodity Cost 

L. A. 1,000 

B. 1,000 

2,000 

I A. ~[,000 

B. 1,000 

2,000 

Il. A. 950 
B. 1.050 » 

2,000 

lV. A. 950 

B 1,050 

2,000 
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TABLE | 


The Effect of a Subsidy on One Article Financed by a Tax 
on another Article 


Indirect tax (—) Market Price 
or subsidy (—) Price Index 
— 1,000 100 
~ 1,000 100 
— 2,000 100 
+ 100 1,100 110 
- 100 900 90) 
7 oni 2,000 100 
+ 95 1,045 110 
- 105 945 90) 
- 10 1,990 100 
105 1.055 110.5 
- 105 945 90) 
= 2,000 100.25 





price of one (A) would rise and the 
other (B) would fall by 109%. The 
general level of prices would remain 
constant (Case II). However, it is 
probable that the effect of this 
change in relative prices would in- 
fluence consumers to buy a smaller 
quantity of the expensive commodity 
(A.) and more of the cheaper one 
(B) 

In the example Table [, it 
has been assumed that a 10% 
change in prices will produce a 5°% 
shift in quantities purchased (Case 
ITl) As a result of this shift the 
receipts from the tax fall, while the 
expenditure on subsidies rises, and 
as a result the Exchequer has to 
find extra funds to finance the con- 
sequent deficit. This can only be 
done if the rate of indirect tax is 
increased above the original rate 
which was equal to the rate of sub- 
So the effect of the tax in 


in 


sidy. 


increasing the price of the taxed 
commodity has a greater effect on 
the general level of prices than the 
effect of the subsidy in reducing it. 
As a result such a system leads to a 
rise in the price level (Case IV). 


indefensible Food Subsidies 


If this argument is true, much of 
the case for food subsidies di 
appears. The only argument fo 
their retention would be on 
grounds. If the taxes were impos¢ 
on expensive goods purchased or 
by those with large incomes, and t! 
subsidies were applied to necessitie 
of life, then the system would 
volve a transfer of real income whi 
might be thought beneficial, This is 
not the case in Britain to-day. Th 
highest indirect taxes are impose 
on tobacco, which is purchased 
all economic sections of the com- 
munity. The next heaviest impo 
is on beer and spirits, which likewis 
are purchased by all sections of th 
community. Even purchase tax 
bears heavily on a wide range of 
“necessities.” The present system cai 
be defended only if one is prepared 
to advocate grants by the rest of th 
community to total abstainers from 
alcohol and tobacco. If this is not 
the case, one should then examin 
what would be involved in an abo! 
ition of these subsidies. 
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Alternative to Subsidy 


in this note, the method used to 
aluate the effect of removing food 
»sidies will be to compare the 
ual situation which held in 1950 


h that which would have held in 


‘ir absence. The term “food sub- 
ies” will be interpreted in its 
rrow form to include only the 


ustry of Food’s Trading losses, 
ich totalled £382 million. The 
aining £23 million of the total 
enditure on “food subsidies ” 

assumed to be production 


her than cost of living subsidies. 
erefore the problem to be investi- 


2d is what tax reductions could 
nade if the subsidies were abol- 
1, and what effect this would 
e on the general price level. It 
uld be emphasised that the tax 
expenditure changes involved 

are intended to be nothing 


more than examples of what might 
be done. They are not necessarily 
suggestions as to what should be 
done. 


If we cut Government expenditure 
on subsidies by £380 million, we 
might start by reducing the taxes on 
drink and tobacco. If it had been 
decided to reduce the level of tax- 
ation on tobacco so that it amounted 
to a rate equal to 200% of the retail 
price of tobacco goods, there would 
have been a loss of revenue total- 
ling £290 million in 1950, if no more 
of these goods had been purchased. 
However, more would have been 
purchased. It has been assumed 
that purchases would have in- 
creased as a result of the fall 
in price, at a rate equal to 
that of the decline in sales which 
accompanied the rise in price be- 
tween 1947 and 1948. This would 





TABLE If 


Possible Reductions in Indirect Taxation 


Tobacco 


£ million 


1950 taxation 615 
200 tax 325 
Tax loss 290 
Result of consequent increase in sales 50) 
ya | 
Drink 
1950 taxation 175 
100% tax 355 
Tax loss ie a 12( 
Result of consequent increase in sales 50 
— 70 
Tea — (a) 
Cocoa l 
Coffee — (a) 
Sugar 13 
Dried Fruits 1 
Playing Cards — (a) 
325 


(a) less than £500,000. 
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TABLE IIl 
Cost of Living Index—1950 Average 
Est. Average 
GROUP (a) Weight Actual ufter 
Average (b) adjustment (c) 
Food sid — 348 122.7 135 
Drink and tobacco - 217 105.1 90) 
Clothing " a nat 97 119.8 120 
Rent and Rates us ian 88 101.1 10] 
Services sit isa ss 79 108.4 108 
Household durable goods 7) 112.3 112 
Fuel and light és es 65 116.5 116 
Miscellaneous goods i 35 113.1 113 
1,000 114 115 


(a) Ministry of Labour, Interim Index of Retail Prices. 

(b) 1947= 100. 

(c) After allowing for the adjustments consequent on the 
abolition of the food subsidies and the tax changes 
assumed in Table II. 








have produced an extra £50 million 
of tax revenue at the lower rates 
assumed. Thus the fall in tax rev- 
enue would have been only £240 
million. This is outlined in Table 
II. 

A similar reduction of taxes to 
a level equal to 100% of the retail 
price of beer, wine and spirits would 
have produced a loss of £120 million. 
The net effect would, however, have 
been only £70 million. This net de- 
cline of £310 million in tax revenue 


would have left a margin of £70 
million out of the £380 million re- 
duction in food subsidies. If £15 
million of this had been used to wipe 
out completely the customs and 
excise taxes On sugar, cocoa, dried 
fruits, coffee, playing cards and tea 
a further £55 million would have 
been left. 

Even so, the net result of thes 
changes would have been a change 
in prices involving, on balance, 4 
slight reduction. At these new price 





TABLE IV 
Reasonable Increase in Old Age and other Pension Payments 


1950 Expenditure 


‘£ million 


Old Age Pensions etc. 300 
War pensions etc. 80 
380 
30°, increase to cover price increases ... 115 
Possible consequent savings 
Increase in public assistance since 1947 ... 45 
Value of tobacco coupons 10 
Benefits in 1951 budget 35 


Net increase 


a) 


| 
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SO real total expenditure on con- 
imer goods could have been ac- 
juired for £9,000 million instead of 
e £9,050 million which it actually 
juired. In other words, the level 
prices would have fallen by 4%. 
terms of the actual cost of living 
dex, a very slight rise would have 
en entailed, as shown in Table ITT. 


Compensating Sufferers 
It must be admitted that these 
anges would involve some increase 
the prices of the biological “nec- 
sities of life.” Therefore it would 
ve been reasonable to make some 
fsetting adjustments aimed at re- 
ving the lot of those most directly 
iffected: families and old age 
pensioners. If the expenditure on 
mily allowances had been in- 
creased by 50% this would have in- 
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sion rates over their 1947 levels. In 
other words, one could have roughly 
compensated the old age pensioners 
for the rise in living costs since 1947. 
This calculation is outlined in Table 
[V. This may seem to be a very 
parsimonious approach to the prob- 
lem of old age pensions. Yet it must 
be noted that the net cost of £25 
million shown here will rise to £225 
million by 1980. 


Conclusions 
From all this certain conclusions 
follow It appears possible to cut 
Government expenditure by about 


10) with only slight consequent 
change in the_- general price 
structure. It is even possible to 
bring about a small fall in the 


price level (even if this involves a 
minute rise in the cost of living 
index). At the same time one can 


£15 § volved an additional expenditure raise family allowances and com- 
wipe £30 million, leaving £25 million pensate old age pensioners for all 
and @ for the old age pensioners. the price rises which have occurred 


This may seem very little. Yet if 
ie assumes that by now it is quite 
stifiabie to include the expenditure 
which the Government is com- 
mitted under the 1951 Budget in 
me’s estimate of possible savings, 
some steps can be taken. If all the 
xtra benefits received by old age 
pensioners since 1947 had been re- 
scinded and those savings added to 
the £25 million, it would have per- 
mitted an increase of 30% in pen- 


since 1947. All one has to do is 
abolish food subsidies and apply the 
savings to a reduction of indirect 
taxes and to the payment of certain 
compensating benefits along the lines 
indicated here. 

It is possible that a less timorous 
policy would produce more desirable 
results. The nature and _ conse- 
quences of a more radical policy 
will be examined in the next issue of 
the Economic Digest. 





FOOD SUBSIDIES AND LUXURY SPENDING 


QUESTION: What is the average weekly cost per person for food sub- 
sidies; and what is the estimated amount spent weekly per person on drink, 


tobacco, and gambling combined? 


and 1!8&s. 10d. The 


latter figure is based on the estimated gross expenditure in January, and 


ANSWER: Approximately 3s. 2d. respectively. 


excludes winnings. 


Chancellor of Exchequer, House of Commons, May 8, 1951 
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Review of U.K. Farm Prices 


Announcing changes in prices for 1951, and explaining 
for the first time the machinery of the annual review of 
guaranteed prices to farmers 


ACTING UPON A recommendation of 
the Public Accounts Committee, the 
Government has published a White 
Paper explaining the machinery of 
the annual February review of farm 
prices and gives figures on which the 
price schedules announced _ last 
March were based. 

Mr. T. Williams (Minister of 
Agriculture) said at a conference in 
London that a White Paper would, 
in future, appear every year after the 
review. 

According to calculations made by 
the Ministry at the time of the price 
review the actual net income from 
farming in the United Kingdom was 
expected to decline from £313.5 
millions to £293.5 millions during 
the year ending May 31, 1951, as 
compared with the year 1949-50. 
The White Paper makes the com- 
ment that the 1950-51 figure is “a 
forecast based on only six months’ 
figures, and on previous occasions 
the forecast has turned out to be too 
low. This tendency, however, may 
be corrected this year because of 
weather and other conditions.” 

Nevertheless, the estimate was 
above the level which the Govern- 
ment had, at the 1950 review, con- 
sidered necessary to obtain the pro- 
duction for which it then asked. It 
therefore reached the conclusion 
that “current net incomes contained 
a fair margin in hand which would 
enable farmers to make some con- 
tribution towards national economic 
requirements and to bear a propor- 
tion of increasing costs without 
detriment to their capacity to reach 
the production objectives set before 
them.” 


The estimates of increased costs 
covering all commodities which had 
arisen since February, 1950, were 
calculated at £89.5 millions. 


Increased Costs 


Mr. Williams said that of the t 
of £89.5 millions, £36.25 mullions 
Was in respect of charges which ha 
been borne by the industry bef 
computing the net income for 19 
S51. and in the Government’s view 
which farmers did not complete 
accept—-producers did not need 
coupment of this sum because th 
had already succeeded in bearing 
these costs while maintaining income 
at a level which the Government 
considered adequate. 


[he Government had also decided 
‘hat the diminishing needs of expa 
sion within the industry called fo: 
progressive reduction in the sum of 
£40 millions which had been inject 
into prices annually since 1947 
finance such expansion. It had 
decided this year to reduce this sum 
by £10 millions. 


The White Paper announces the 
Government’s decision to add t 
farmers’ gross receipts £32 million: 
in respect of food products and 
£11.25 millions in respect of wool 
This latter sum will be finance: 
from the accumulated reserves 
the Wool Marketing Board and wi! 
not fall on the Exchequer. T 
division of the £89.5 millions 
therefore as follows: 


r 


£ millions 


Borne by the Farmers 36.25 
Borne by the Exchequer . 32.00 
Borne by the Wool Board 11.25 
Reduction in capital grant 10.00 


From Manchester Guardian, May 23, 1951; 
C.M.D. 8239, H.M. Stationery Office, May 23 195] 
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Of the deficiency of £46.25 mil- 
lions in making up increased costs 
~ production, £13.75 millions, is, 
however, in respect of non-review 
commodities for which Mr. Williams 
said farmers might manage to secure 
higher prices. 

With food subsidies ‘ pegged.” 
owever, the element “borne by the 
Exchequer” may fairly be termed 

borne by the consumer” except in 
sO far as adjustment of subsidies on 
mported food may give some relief 
to the proportion available for the 
home-produced commodity. 
Adjustment for Weather 

The figure of £293.5 millions 
forecast for aggregate farming 
mcome in 1950-1 requires some 
explanation. The actual income is 
Subject to an adjustment up or down 
to bring it into line with what may 
be regarded as “normal” weather 
conditions. On that calculation the 
income for 1949-SQ0—a good year 
would be reduced by £10 millions, 
and that for 1950-l1—-a bad year 
ncreased by £6 millions. 

This “ departmental ” calculation, 
as the White Paper calls it, is based 
on multiplying total sales off the 
farm of each commodity by the 
average price realised. There is also 


obtained from university depart- 
ments of agricultural economics 


what is termed a “raised sample ” 
calculation based on the farm 
accounts of 4,300 agricultural hold- 
ings in the United Kingdom. 


Figures calculated on the latter 
basis vary a good deal from the 
“departmental” figure, and _ the 
White Paper comments: “ Both 


methods are at an _ experimental 


stage,” and “ neither calculation can, 
therefore, be said at this stage to 
provide a precise absolute figure.” 
Aggregate net farming income in 
the United Kingdom on the two 


bases mentioned is shown in the 
following tables: 
*“* Departmental ” Calculation 
(£ millions) 


Adjusted 

to normal 

weather 

fetual conditions 

1927-8 Te) 
1946-7 184 205 
1947-8 220 227 
1948-9 29 2774 
1949-50) 3134 3034 
1950-1 (est.) 293! 2994 


. 


“Raised Sample” Calculation 
(£ millions) 


1937-8 664 
1946-7 . 189} 
1947-8 19] 

1948-9 © 260! 
1949-50 247 


A footnote to the tables draws 
attention to the fact that in 1937-8 
farming was a depressed industry 
and aggregate net incomes repre- 
sented a profit of barely £4 a week 
on a hundred-acre holding. The 
White Paper emphasises: 

* There 1s scope for much argu- 
ment on the extent to which the 
figures of net income for recent years 
reflect a justifiable increase due to 
higher output and greater efficiency 
on the part of farmers. It has 
always been recognised both in 
principle and in practice that some 
allowance should be made for this 
but there is no statistical basis for 
precise calculations.” 

Seasonal Gluts 

Commenting on the change of 
emphasis this year from milk and 
eggs to meat production, it is stated: 

“ At present levels of production 
there is a seasonal glut of milk and 
eggs in the spring and early summer. 
\ny further increase at these periods 
would involve heavier subsidies, and 
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the Government intends, by widen- 
ing the difference in seasonal prices, 
to discourage excessive production 
at these times and to stimulate an 
increase at other times of the year 
when there is still a shortage, 
especially of eggs.” 

Though, normally, no account is 
taken of the effect of possible 
variations in the weather, on this 
occasion the Government was 
influenced by fhe serious difficulties 
Suggested by the prolonged bad 
weather since October. 

The White Paper contains this 
note of warning : — 

“ Looking to the future, if there 
is no increase in food subsidies and 
increasingly higher prices are paid to 
producers, the time will almost 
certainly come when the _ higher 
retail prices will lead to a fall in 
consumption of some foodstuffs. For 
imported food this can be dealt with 
by a reduction of imports (subject, 
where necessary, to long-ferm con- 
tracts), but for home-produced food 
it can, in view of the obligations of 
the Government under the Agricul- 
ture Act, only be dealt with by a 
lowering of production costs, with a 
corresponding lowering of farm 
prices. Thus, it is not in the long- 
term interest of farmers to allow 
farm prices fo become inflated.” 

The Minister _ particularly 
emphasised that he wished to 


that the 
present emphasis on meat production 
meant that the Government was less: 
concerned about maintenance of < 


correct any impression 


high level of tillage. “This is far 
from being the case, as a high tillage 
area is necessary to feed the live 
stock, especially the pigs and 
poultry,” he said 


N.F.U.’s Statement 

The National Farmers’ Union ha 
issued a sfatement which said that 
farmers did not accept the average 
pre-war weekly income level of £3 
Ss. as being one from which to 
measure their subsequent increase in 
income (now estimated to be about 
{15 a week) against the increases 
freely enjoyed by other industries 
It must also be remembered that a 
considerable part of the increase in 
farm incomes was due to. the 
increase of 40 per cent. in agricul- 
tural production. 

They disputed also the Govern 
ment’s view that agriculture’s needs 
for capital in the coming year were 
likely to be less than in earlier years 
of the expansion programme. They 
felt it pertinent to ask how the 
Government expected farmers to 
produce at lower costs when most of 
those costs were completely outside 
fhe effective control of the industry 
and were largely determined by 
prices fixed by the Government. 





T.U.C. ON TAX REFORMS—+Continued from opposite page) 


Income Tax and Soctal Security 
Schemes: A sufficiently strong case 
has not been made for radically re- 
forming the present system in order 
to amalgamate the income tax and 
the payment of social security con- 
tributions and benefits. The schemes 


which have been put forward are 
criticised, not because they fall short 
of the ideal, but because they satisfy 
the aims of equity and simplicity no 
better than—-and, in some ways, not 
as well as—existing arrangements 
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Trades Unions on Tax Reforms 
Evidence to Royal Commission by T.U.C. 


MMENDATIONS aimed at a 
‘e equitable sharing of the bur- 
form an important part of the 
which the T.U.C. have 
mitted to the Royal Commission 
Taxation of Profits and Income, 
main conclusions of which may 
summarised as follows:- 
disincentive 
cts of the operation of P.A.Y.E 
e been exaggerated, and do not 
ufy the introduction of special 
of tax for income derived 
n overtime and extra. effort. 
ere IS a Case for a smoother grad- 
yn of taxation up to the point 
which the standard rate applies, 
more should be done to let tax- 
ers know how P.A.Y.E. works 
how it affects them. 
tisk-bearing: Other things being 
ial. a high and progressive rate 
taxation will reduce the willing- 
and ability of individuals and 
porations to invest at risk. but 


fence 


use of the resulting revenue by 
Government to promote full 
loyment and the consequent fre- 
on in the rmsk of investment 
rally must also be taken into 
unt 
he evidence does not suggest 
there has vet been marked 
rtage of risk capital for enter- 
e. It is possible. however, that 
tinuing high taxation will reduce 
proportionate amount of savings 
hcoming from private individ- 
and companies for risk invest- 
it, and the Government can and 
suld undertake to provide risk 
ital where necessary. 
Savings: The present system of 
ition reduces the willingness of 
ividuals to save although, on bal- 
e. it may increase the willingness 


of corporations to save. However, 
the system of taxation cannot be 
considered in isolation trom the ob- 
jects of taxation and the use to which 
the revenue is put. If the object 1s 
to maintain full employment, and if 
the revenue 1s used to this end, the 
resulting high Jevel of economic 
activily will mean that earnings are 
likely to be higher and capacity to 
save Will be increased 

From a national point of view, if 
in this situation the capacity to save 
is higher but the willingness of in- 
dividuals and corporations to save 
is not strong enough, then the Gov- 
ernment should increase its own 
saving and investment. In particular, 


the special taxation of profits 1s 

I ~ 

‘ustificd in the interests both of 

equity and of combating inflation 
1 » 


under conditions of full employment. 

Contr f Inflation: The import- 
ance of direct taxation as an instru- 
ment for controlling inflationary or 
jelationary tendencies hes in its 


TY} 


effect on incomes ra 


effect on prices Direct taxation 1s 
the most effective instrument for 


Ot U LiiIC 
reversing short-term inflationary or 
deflationary trends. but it can and 
should be used for controlling long- 
term tendencies towards inflation or 
deflation 

Distribution of Persona Incomes: 
The General Council do not agree 
with the suggestion sometimes made 
that the redistribution of incomes has 
gone too far and should be reversed. 
They recognise, however, that on the 
whole redistribution through the 
taxation of incomes have gone about 
as far as is practicable. The rate of 
progression on higher unearned in- 
comes should be increaséd. 


(Concluded opposite) 
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Weekly Earnings, Wage Rates and 
Retail Prices 
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From London and Cambridge Economic Service Bulletin, 
Volume 29, No. 2, May, 1951 

















VELEKLY EARNINGS, W 


iS USEFUL to survey the course of 
cent changes, and to compare the 
ovements of wage-rates with those 
prices. This is done in the chart. 

y the end of the war, earnings had 
robably risen rather more than 
tes, and they have certainly risen 
ore since then. They continued 
rise throughout the period of 
ymparative stability in wage-rates. 
such divergence may be due to a 
imber of factors, of which the 
ost imporfant have probably been 
the shortening of the standard week, 


hich has raised the number of 
ours paid at overtime rates, the 
ngthening since 1947 of the 


verage hours worked in the week; 
ses in productivity associated 
ntive methods of wage payment; 
rise of individual rates of pay. 
a Sellers’ market for labour, above 
standard rates which alone are 


with 


f 


orded: and variations of sex and 


> composition in inc 


[he two lower curves show retail 
ce movements. By the end of the 
this index of the prices of the 
opping staples had risen less than 
Whole Index, but since April. 


49, it has gone up more steeply. 


af tives. in bvet bes | Revetes 
Of tne whole index 


1. ’ = ‘ . , ce 17 

gue mainly to an actual Tali Since 
{ : 1 % x ries 1 me j 
448 in the entry for drink and 
} . ° | e : ra _ - 
yacco;: this carries more than a 


fth of the total weight, but the eas- 
g of such prices will not have been 
uch help to the hardest pressed or 
le most careful household. 
Comparison of wage indexes with 
rice indexes is unsatisfactory as a 
neasure of the standard of living, 
rit takes no account of changes in 
imily needs, in household income 
is distinct from rates of pay, indirect 
‘axation, or in social benefits in cash 
r kind. There is no question but 
that such changes have been large in 
his country in recent years, and the 


{Gk RATES & RETAIL PRICES 29) 


National Health Service has not 
been the least of them. Such com- 
parison, again, does not show the 
effect of shortages which are not 
allowed to raise prices. But, subject 
to that, it does show whether wages 
generally are giving less or more 
command of the things they are 
used to buy. In this restricted sense, 
our wage and price indexes show 
that by March of this year the “ real 
wage-rate ” was, if anything, rather 
lower than in 1946 in terms of “ all 
items ”; and in terms of the shopping 
staples it was substantially lower. 
Furnings, on the other hand, if the 
wage earners covered by the enquiry 
have not been doing much better 
than the rest, have fully kept pace 
with prices: up to last October they 
had risen more than the prices of 


all items,” and just about as much 


is the prices of the shopping staples 


‘ 
It is a measure the inflationary 
> 7 hua? mall 

pressure oO he times that so small 
rt chan C he < of goods 
is the outcome of S which 





money earnings a head in manufac- 


turing have risen b third. 
| nar: t f t} Ve 
| ( comy] ari i Lic v 
ments of ages nd price Iso 
throws light on the recent departure 
from wage restraint Mo yb- 
viously, recent rises in wage-rates 
are a reaction to a period in which 

7 ] 1 oa 
wage-rates rose little whue some 
rices rose substantially: in ferms of 

price rOse SuUvDStdnNtiali\  tOriil 

the shopping _ staples, " rea 
” ’ } " - _ 
wage-rate”” of last September was 
about 6% lower than that of two 
years before In another aspect, 


these recent rises appear as a taking 
up of the slack what is 
actually being paid man by man anc 


the standard cen- 


between 


rates negotiated 


trally: though recent experience in 
engineering suggests that the inten- 
* merge ’ 
present 


uion to 
rate in 


rises of the basic 
rates of payment, 
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where those are higher, may be 
opposed by the wage-earner’s attach- 
ment to his personal differential, and 
so result in something like a general 
rise in earnings. In _ considering 
recent rises we must remember also 
that they have taken place in an 


economy in which profit margil 
have generally been wide (eve! 
though little of this reached 1! 
shareholder), or higher costs couk 
be passed on in higher prices witt 
out serious check to sales. 





Verdicts of London and Cambridge Service 


The Economic Position 





The critical stage has yet to be 
reached, and internal developments 
are already giving cause for concern. 
Besides the inevitable disturbances 
to some types of production caused 
by re-armament conversion, a more 
widespread disruption is threatened 
from inadequate supphes not only of 
imported raw materials but, perhaps 
more potently, of coal and steel. It 
would be dangerous, moreover. to 
ignore the United Kingdom’s over- 
seas position. The terms of trade in 
March were 15 worse than in 
June, 1950, and a decline in the 
volume of our exports is very likely 
This might lead to fresh drafts on 
our gold and dollar reserves at a 
time when our sterling liabilities are 
increasing. 


Production Prospects 





There is no justification for 
confidence that 1951 is a year of 
“teething torubles”’ which will be 
overcome in 1952. A great deal of 
armament work will only be coming 
off the drawing-board and on to the 
production line next year; and the 
arms programme itself may well be 


changed in size and nature. It 
difficult to believe, for instance, tha’ 
there will not be heavy new 
demands on the building industry 
for civil defence. 


Wages and Price Prospects 





If we assume that wage-earner 
will obtain a slightly larger share o! 
the increases in money incomes tha: 
in recent years and if we allow fo 
the small increase in numbers, it ca 
be deduced from Table 23 of tl 
Economic Survey and Table 6 of t! 
National Income White Paper th 
earnings per head are not expecte: 
to rise by more than &%. But 
seems unrealistic to suppose tha 
wages and prices can be squeeze 
into such a strait-jacketf, even if th 
most liberal allowances are made fo: 
the rate of rise of prices compare¢ 
to the speed of wage negotiations 
and the willingness of wage-earner 
to waive the principle that wage 
must keep pace with the cost of 
living. All things considered, it ma‘ 
even be that we should think i 
terms of weekly earnings being of 
the order of 12-13% and prices 
9-10% higher in 1951 than in 1950 


From London and Cambridge Economic Service, 
Vobkune 29, Bulletin 2, May, 1951 
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Labour Developments in U.S.A.—1950 


Ht SURVEY SHOWS that, during 


he first half of 1950, employment 


d business activity in U.S.A. made 
substantial recovery from the 1949 
‘cession. From July, 1949, to 
ine, 1950, the volume of industrial 
oduction rose by more than one- 
th, and nearly two million more 
rkers were in civil employment in 
ne, 1950, than a year earlier. In 
alone the number of 
employed increased by 
rate of dismissals 
’m factories fell from 25 _ per 
susand workers in June, 1949, to 
ne per thousand in June, 1950. 
here was an extension of the aver- 

work ing W eek. 
During the second half of 1950, 
* war in Korea necessitated a 
sh evaluation of the international 
tuation and a shift of emphasis to 
duction and employment for 
fence and international military 
d. For the first few months indust- 
il production rose rapidly, but it 
wed up in November’ and 
yecember. In October the number 

workers employed in non- 
ricultural establishments had _ in- 
eased by nearly two million com- 
ired with the June figure; the 
‘rease in manufacturing industries 
lone was 1,150,000. Seasonal 
eclines in certain industries and 
lortages of materials and conver- 
'On delays led to some reduction in 
mployment at the end of the year. 
n December the civilian labour 
rce was estimated to comprise 


irkers 


& 


Se 


10,308.000 employed and 2,229,000 


nemployed persons. It was con- 
dered that additional labour for the 
xpected large increase in defence 
roduction would have to be 
btained mainly by additions to the 


labour force from groups of persons 
not ordinarily looking for employ- 
ment, by transfer from non-essential 
employment and by a lengthening of 
the working week. 


Wages 


The total amount paid in wages 
and salaries rose by 15 per cent. 
between October, 1949, and October, 
1950 The attributed 
mainly to the large increase in the 
number of workers in employment 
and to a longer average working 
week. Hourly earnings in manufac- 
turing industries in November, 1950, 
averaged 1.510 dollars. compared 
vith 1.329 dollars in 1949 and 1.397 
in November, 1948. At the 
ime dates the average weekly hours 
worked were 41.1, 39.1 and 39.8, 
respectively. In November, 1950, 


rise Was 


lars 


the average hourly earnings of fac- 
tory workers were 8 per cent. above 
the average for 1949. Since the end 
the war, employers have 
nuly granted certain non-wage 


benefits to their workers. so that the 


ft > r 
JI ncreas- 


average total labour cost an hour of 
labour has risen somewhat more 
: : bia : 
than average hourly earnings.  In- 
‘reasced yItTNut 32 } 1] oye wu rl 1, 
CIiCasecG OutT il in | ur ¢ WUENR [lds 


however, tended to check the rise in 
the labour cost of a unit of output. 
The rise in wholesale prices has 
generally outrun the rise in earnings, 
which, it is stated, can hardly be 
considered as the chief cause of the 
increased prices. Important contri- 
butory factors have been high 
incomes, a large accumulation of 
war-time savings, deferred consumer 
buying (particularly of durable 
goods and household facilities) and 
the termination of controls and 
rationing; these circumstances have 


Monthly Labour Review, U.S. State Department of Labour, Washington 
February, 1951; Ministry of Lahour Gazette, London, May, 1951 
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combined to create a demand far in 
excess of the available supplies. 


Labour and the Defence Programme 


The Defence Production Act 
which came into operation in Sep- 
tember, !9S0, gave shape to the 
national defence programme. 
Various agencies were appointed to 
carry out the functions authorised by 
the Act, and an Office of Defence 
Mebilisation was created as a cen- 
tral co-ordinating agency. [he 
Department of Labour was given 
the task of handling public policy in 

to man-power, which invol- 
ved dealing with limited emergenc; 
needs and at the same time planning 
for the contingency of full 


mobilisation 





— ee ~ 
Telation 


Scale 
t yi snytt t \ » lary » 
restrainit Nnhationaryv tendencies, 
} _" re | ! tar reap 
he Act authorised voluntary agree- 
Ments to restrain price and wage 


increases and provided for Federal 


regulatory measures if voluntary 
methods proved unworkable. — In 
October, the President appointed an 
ar me Stabilisation Adminis 


ti ‘ i, fate i Wave Stabilisation 
Board and a Director of Price 


Stabilsatu Ihe Econom! ¢ 
Stabrhisaty YAMIN EStPatorT wW 
December published a plan for 


voluntary price controls based upon 
specified pricing standards but 
aimed in general at the price levels 
existing at December Ist The first 
mandatory, it temporary, wage 
and price controls were applied to 


the massengcer Car industry 


With the object. of 


4vreements 


Collectiy 
OHeECTIVE 





Factory hourly earnings exclusive 


io. 


of overume, which are regarded as 


roughly indicative of changes 

Wage rates, averaged 135.7 cents 

November, i948 and 1949, | 
November, 1950, the comparat 
After tv 
of comparative stability, ti 
index of consumers prices rose 

2.2 per cent. between February a 
June and by a further 3.2 per cen 
between June and November, 19S(¢ 


rate was LO cents higher. 


years 


In many cases employers agreed t 
the request of unions to reopen wag 
before they 


quired to do so by the terms of tne 


t +7 
SSOuaAUONS I 


Were 


agreements Prior to 1950 fev 


agreements had linked wages 


changes n the cost of livin 
during 195 

ments provided for the linking 
cost-of-hving shding scales with pi 
automatic 
ses. Other agreements c 
which provided f 


mproveme 
I 


vali lid cluuses 


adjustments in the torm eithe 


Of definite Wage increases at spec 
ied dates or of flexible wage r 
MeNINA Provistons Many o 


ereements made in 1950 were for 

wer period than had bee 
in the past, and many k 
igreements included increase 
fYerentials for skilled workers, co! 
trary to) the earher  widesprea 

flat increases applvu 


' { 
ti) | 


o all workers, 





FURKEY GUARANTEES 


FOREIGN INVESTMENES 


\ n N\ \ » She in 
n pital loaned to Turkey. up to a provisional total of about £38 
million It will also guarantee foreign investors the right to take out 
t country e Income as well as the original capttal and assets of foreign 
danced enterprises Of an economic des ve charact Phese inchide 
construction of lents for new production as well as for increasing 
duction in exisiung installations relating to industry. mining. agriculture 
e develop f Turkey's export trade, communications, public works 


Vews I Orr 


Turkey Va 


70), 19S] 


0 a Jarge number of agree 
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Is the World Over Consuming ? 





From a plethora of material dealing with the inflation bogey, we cull 


ws expressed by two bank reviews. 


The first Sees the vreatest danger in 


fing capital expenditure in order to keep up consumption. The second 
ests that at least across the Atlantic this danger is not a real one yet. 





(1) Barclays Bank 
By and large, the world of the 
th Atlantic Treaty Organisation 
sull endeavouring to superimpose 
rearmament effort on top of a 
iually unchanged volume of 


lian consumption. The armed 
te is being added to the welfare 
te. There have, it is true, been 


ae fiscal measures designed to cut 
coat according to the available 
th and, in this respect, the latest 
ish Budget is not altogether with- 
credit There have also been 
ications of a greater willingness 
the monetary authorities of the 
rid to use the traditional weapons 
nonetary control in order to stem 
tide of inflation 
When such measures are added 
ther and duly weighed against 
emergency they are intended to 
eet, they are still found wanting 
Over-consumption | 1s relative 
rm. Its existence can be measured 
three criteria: first and most 
vious, is that current consumption 
iv be galloping through given 
ailable) reserves of certain 
terials at too fast a rate, and far 
re rapidly than the search for 
bstitules Second, current con 
mption may be too great in rela 
yn to the need to maintain and in 
‘ase the worlds capital assets 
yuntries guilty of this are sacrific- 
g consumption to-morrow — for 
sumption today Third, over- 
ynsumption can be gauged by the 
ill in the purchasing power of 
ioney: this, too, will involve a raid 
n capital, a phenomenon more 


From Barclays Bank R:¢ é 


Review Says “Yes” 

veiled and therefore more dangerous 
than that resulting from inadequate 
provision for depreciation of fixed 
assels. 

A few examples can be given in- 
dicating the extent to which the 
world ts eating through its “wasting 
assets” in particular. That which 
comes most readily to the mind con- 
supply of sulphur; at the 


erns the 


Ll 

rate at which the Americas and 
Western Europe are now consuming 
sulphur an ts main derivative, 


sulphuric acid, the largest source of 
supply will have been exhausted in 
about fifeen years. 
\gain, the most phenomenal rise 
world production and consump- 
tion of any article over th past half- 


‘ntury is that of orl. In 1921 both 
ran at a level of about million 
tons. In 1950 that total had reached 
S23 imillion tons The latest esti- 


mate of proven reserves of crude oil 
amount to about 12.000) miuthon 
tons, not much more than 20 years’ 
supply at the latest rate of consump- 
tion. It is probable that new sources 
of supply will be proved u 
but it should not be for- 
gotten that a very large part of the 
existing reserves is to be found in 
the Middle East where political 
security. of tenure is not all that it 
might be 

Tin is also a commodity the re- 
serves of which are being eaten up 
at a fast rate: these represent little 
more than 35 years’ supply. Avail- 
able supplies of coal, too, are un- 
likely to keep abreast of demand 


the vears 


toy come 


Mii 198] 
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Ultimate rehef may from har- 
nessing atomic energy; but all avail- 
able information that the 
large-scaic practical application of 
this new source of energy les in a 
distant future. 

The same accusations of exhaus- 
tion ¢ e levelled against the 
abuses which on or 
impoverish the earth’s capacity to 
yield its harvests. Dust-bowls and 
deserts are encroaching in America, 
India and Africa-—a terrible indict- 
ment of the improvidence th 
which the earth’s stock of fertility 
can be exhausted. 

Over-consumption can be met for 


lime out Inadequate provision 


OMe 


suggests 


an y 


OCC aS I 


Wy 
y¥ 


a Of 


for investment. The world can, and 
sometimes does, live on capital 
There are indications that in the 
immediate future at least the attempt 
will made to maintain civilian 


consumption partly at the expense 


of the capital programme: one of 
fhose indications was in the last 
British Budget, in which the initial 
illowanc of 40 nM New plant and 
the 10 ndusirial buildings were 
suspended 

This illustration is) taken from 
British experience. But it 1s safe to 


assume that similar conditions apply 





DIGEST 
to the whole of Western Euro; 
Only in the Soviet bloc is the dn 
for capital accumulation pursu 
with the and even feroc: 
which the present emergen 
demands—such a policy can be pi 
sued there the wishes a 
interest Of the consumer are one 
the least considerations that have 
be weighed 

The evidence 
consumpuon 


testimony 


h vigour 


because 


poinung to 
is unmistakable 


Ove 
In 


offer more debatable ground. 


By far the most satisfacto 
method of meeting the proble 
would be to produce more, to pre 

vith the search for new sour 
f supply and for substitute 
Beyond this, action must be tak 
both in the domestic and_ interr 
tional fields to ensure that t 
Western world 1s not overstrain 
its available resources It shou 


for example, be questioned whet 


the re-armament required to defe 
ty of life is compatible w 

e full range of social services 
hich Western Europe is becom 
accustomed, or with the boom 
civillan industry and consumpt 
that «8 roaring away N 


America 


(2) Bank of Nova Scotia Suggests **"No” 


iredness 


Ihe character of a 


prep 
programme is_ basically = different 
from that of a war programme 


In 
war, the over-riding objective is to 
produce and organise as quickly as 
possible the maximum of military 


power In the process, normal 
economic ‘hjectives are pushed 
aside. Capital is run down, capital 


expansion ts postponed. In contrast. 
a preparedness programme is con- 


cerned both with the immediate 
obiective of developing military 
strength, and with the longer-run 


objective of sustaining and develop- 


From Monthly R Bant 


ina basic economic strength. Kno 
ledge that viewed in some lig 
these two objectives are incor 
patible. has led the consumer to 


act by increasing his demand 


But recently there have been s: 
indications that this wave of add 
demand may spending 
Basic commodity. prices, 
example, have levelled 
indeed have declined a little 
February. Moreover, _ restrict 
monetary and credit measures 
beginning to have an effect 


\ 
ne 


of Nova Se {prt/ 1935] 


atta 


> 


off. a1 


cin 


1 


The remedies, howeve 


wns 


itself 
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It would be unwise, however, to 
ok forward to anything more than 
iort-lived relief and even that is 
een to doubt. The underlying 
uation remains inflationary. 
It must, of course, be recognised 
lat production of certain types of 
vilhan goods, such as automobiles 
id some household appliances, will 
restricted as a direct result of 
fence demands. Even so, their 
itput will be substantial enough to 
rovide, together with food, apparel 
d gencral consumer goods, a con- 
nued high standard of living. 


There will be enough materials 
and labour to. continue a_ large 
capital investmen, programme. The 
difficulty is not that supplies are so 
inadequate; u ts rather that demands 
are so large. The official survey of 
investment intentions in Canada puts 
outlay for construction and equip- 
ment this vear at $4,300 million, 
14%, higher than the record of 1950. 
Even subtracting the requirements 
of defence production, this leaves a 
substantial balance of capital to be 
devoted to consumer supply 





INDIVIDUAL SAVINGS IN THE US. 


The liquid savings of individuals in the United States in 1950 amounted 
to $3.8 billion, of which two-thirds was in the last quarter of the year. 
While the dollar amount was much larger than the $2.6 billion of 1949, it 
represented only a slightly higher proportion of income after taxes 

The composition of savings in 1950 differed greatly from that of 1949 
Holdings of currency and bank deposits rose by $4.8 billion: in 1949 they 
had fallen by $1.2 billion. Individuals increased their holdings of securities 
by only $1.3 billion, compared with $2.4 billion in the preceding year; the 


smaller increase was due to lower 


sales of Series E bonds and continued 


redemptions of maturing Series D bonds. Insurance in 1950 was again the 
largest component of individual savings, absorbing $5.6 billion. Purchases 
of insurance, however. were smaller than in 1949, since a decline in the 
equity in government insurance, which resulted from dividends paid from 
the National Service Life Insurance Fund, more than offset an increase in 
purchases of private forms of insurance. 

Large increases in mortgage and other consumer debt limited markedly 


the increase in liquid savings in 1950, 


+ 


Mortgage debt was S6.1 billion and 


other consumer debt $3.2 billion: comparable figures for 1949 were $3.7 


billion and $2.3 billion 


Securities and Exchange Commission, 


Washington, D« April 12, 195] 


WHO SAYS YOU CAN'T? 


I know from innumerable experiences in the war that what started out 
as a desperate last resort to use some substitute for a missing component 


developed into a better product which the manufacturer wouldnt dr 


iiCad 


of giving up after the war ended. Some of the enforced shortages provided 


just that strong push that was necessary 


their much too comfortable ruts. 


There used to be an old maxim 


to shove some management out of 


l 


“You can’t make a silk purse out 


of a sow’s ear.’ I don’t believe word of it How do you know you 
can’t? And how can you know unless you try? Conceivably few sow’s 
ears in the hands of a modern scientist could put all the silkkworms of the 


world out of business. 


As a matter of fact. this is not as far fetched as it may sound. Some 
years ago. the Boston chemical firm of Arthur D. Little did make a very 


lovely silk purse out of a sow’s ear. 


This quality of resourcefulness is. or at least should be, the spirit of 


modern industry 


Willian: Batt, Minister in Charge of E.C.A. Mission to Britain, 
Birmingham, May 7, 195] 








298 





How Rupee Revaluation Would Affect 
Wholesale Prices 


How MUCH WILL revaluation reduce 
wholesale Prophecy with 
unknowns still numerous will give 
hostages to fortune, but these 
hostages are no greater than those 
which come from computing the 
balance of payments or the yield of 


export duties 


9 
DIccs:: 


\ first approximation in terms of 
the General Index of Prices is 
worked out in the table below: 
\PPROXIMATH 
WHOLESALI 


PABLE SHOWIN THI 
INITIAL CHANGES IN TH 


Prick INDEX IN THE EVENT Of 
REVALUATION 
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A ten per cent. fall is not an idle 
hope. When it is remembered that 
the Wholesale Price Index under- 
estimates the extent of the current 
price increase, the significance in 
real terms of this initial ten per cent. 
fall, which can be held, should easily 


From Eastern Economist, 


be apparent. On the most conser 


tive assumptions possible, the pr 
bable result after revaluation will t 
the realisation of an objective whic 
was prominently in view in t 
months following devaluation. 

In the present state of worl 
trade, it may, indeed. be even mot 
If the assumption can be made th 
world prices will increase sharpl 


the ‘ } rr . hp lip 
tne vain terms of the revalue 


5 
rupees will be more. the me 
1 a : c 
sharply prices rise. If status qt 
were m ined, a sharp increase 
otto! prices the Mini 
ccentiv reminded the Import A 
ry Col nits the Ope | 
hberdlisaty m ) 
A ! ) } l 
ae i 
1 
} 
; 1h , 
ra e ) I 
h Wnt 1 | 
Tr) ) t 
n 
nt i Cal VC al On I 
y he better off. if world pr 
et for a stead crease. | 
, 
nly mani \ tt ‘comp 
} iT rm t a 
‘d rupee in a period of ris 
nrices can be defeated will be 


price increases, specially intended 

é cancel the effects « 
revaluation. begin to take pla 
\nd here the case is that the gener 
world demand is of such prepo 
derant importance that India 
decision for or against revaluation 
unlikely by itself to lead to embaras 
sing repercussions. 


New Delhi, May 4, 1951 
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Economic Commission for Europe, Reports on 


Inflation Everywhere 


The conflict will be noticed between the remedies for 


infiation prescrived here by E.C.E. and bs 


LMF. in th 


article that follows 


{) The Threat in Britain 


[he really significant thing in 


Britain is the implied major premise 


the 1950 Budget that it was ex- 
‘dient and possible to allow retail 
sufficiently to 
sorb increased costs and to pre- 
nt wages from rising to the same 
ctent The increases apparently 
sumed in the British Economi 
urvey for 1951 are here set side by 


ith the incre 


Ei 


rices to increase 


IS which had 
lly occurred by March 195] 
Percentage increases over the 


average levels of 1950 


clearly from a com- 
rison of the two sets of figures 

two underlying assumptions are 
lently that import prices will 
itten out—thatis, that inflation out- 
le the United Kingdom will sub- 
de—and that, given this stabilisa- 
yn, cost inflation in the United 
ingdom can be held within fairly 
irrow limits. The analysis of the 
tuation in the United States and 
le primary producing countries 


emerges 


throws doubts on the plausibility of 
the first assumption. 

The second assumption is equally 
questionable. Neither the vertical 
transmission of increases in import 
prices to consumer prices nor the 
horizontal communication of price 
increases to commodities with low 
import content had yet worked it- 


self Out in most countries. This 1s 
rt: ly true of the | ited | yodor 
certainly true of the United Aingaom. 
, a 
Nor can the recent increases in the 
*s of workers in a wide variety 
i i i | L in 
r lo ’ 1 
Li i 9) bier in l] 
( ) 1 ] dort 
pri 
y -}] | 
T | T)- 
} I , 
Ly { Lau 
’ \ , 
\ ' 
} of 
\ pee t c iit ¢ | } }< 7 
ind ) Oe! ?.) ! ac 
ually jageec ) of 
livino ] ner 
cent. as Comfy ed | n crea 
f 14 per cet in retail prices. (Over 
j OAT 
} wWlar peri ip | UL TO 
October 1950 average earnings 


rose by 24 per cent. as a result 
mainly of inter-industry shifts and 
increases in productivity reflected in 
higher piece-work earnings.) But 
the moderateness of this rise must 
be attributed almost entirely to the 
heed paid by trade unionists to the 
Government’s appeals for restraint 


From Economic Survey of Europe, Geneva, May 20, 1951 
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in wage demands at a ume when real 
income was rising. It represented a 
Surprising success for the Govern- 
ment’s policy of moral suasion which 
collapsed only in the autumn of 
1950. But now that costs and prices 
are on the move, the United King- 
dom may prove more vulnerable to 
cost-inflation than some of the other 
countries of Europe. Wage claims 
are filed separately by individual 
trade unions and the danger that 
competitive sectional bargaining for 
wage increases may set up a vicious 
spiral is thus ever present. 


(2) The Threat in U.S.A. 


It is clear that the weakening of 
international commodity markets in 
1949 and the attendant fears of 
troublesome surpluses and excess 
capacity were not a normal express- 
ion of long run economic forces, but 
grew largely out of the temporary 
industrial recession and extremely 
heavy inventory liquidation in the 
United States at that time. These 
and related events also contributed 
strongly to the development of the 
dollar crisis of late 1949, Similarly, 
the spectacular rise in world pro- 
duction and trade in 1950 and the 
equally spectacular change in 
Europe’s dollar balance and the 
deterioration in its overseas terms 
of trade may be ascribed in large 
measure to the renewed economic 
expansion in the United States, and 
the acceleration of its stockpiling 
operations. 

Meanwhile, even if the tax in- 
creases proposed by the American 
Administration on April 2 were 
fully and speedily adopted, there 
would still appear to remain in the 
United States a potential inflation- 
ary excess of money demand in 1951 
amounting on present estimates to 
about $13,000 million. This would 
tend to be expressed in further in- 





ECONOMIC DIGEST 


creases in domestic 


prices. 


and export 
The Survey stresses that hig] 
prices for United States exports, eve 
though matched by still higher price 


for United States imports, mus 
transmit themselves into the genera 
price level of other countries. Thi 
would occur partly through a tend 
ency for the prices of many com 
modities to follow automatically th: 
corresponding quotation in th 
United States, partly through the im 
pact of United States export price 
on wage levels and partly throug! 
the inflationary effects of hig! 
profits in other countries’ expor 
industries. 


and in a roundabout way throug! 
trade with the primary producin; 
countries, 


(3) The Threat in Primary 
Producing Areas 


The rise in world prices for th 
exports of primary-producing area 
replaced the current account defic 
of those areas with Europe and th 
United States with a small surplus i 
1950. Present prospects suggest th: 
the foreign exchange receipts effec 
tively at the disposal of primary pri 
ducing countries will increase t 
several billion dollars in 1951. Th 
would represent a significant shift 
the distribution of world incom 
However, it is highly uncertain ho 
great a contribution to ecor>m1 
development in these areas will rm 
sult from their increased incom: 
First. the fortuitous shift in incom 
will be most unevenly distribute 
among different countries, with on! 
a limited proportion likely to | 
available for development purpose 
Second, the pressure of rearmamer 
and domestic demand, combin« 
with limits on supply likely to ari: 
from raw material shortages, mak 
it most unlikely that manufacture 


For Europe, these con- 
sequences would be felt both direct} 
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port sods and other supplies will be now seems likely. While various 

high | ‘btainable in Europe and North anti-inflationary measures may be 

even | America in sufficient quantity for the applied in the primary producing 

rices | (transfer of income to be matched areas, increased demand for many 

musi | hy an equivalent transfer of goods products, including food, is likely 

nera! | and services. to lead to open inflation there which 
Phi Similar supply factors make it un- will generalize and strengthen re 

lend- | jikely that consumers’ goods would Pressure of inition. i tie wield 

com pest en as ns totekee whole. It will affect all primary 

y th sense ee ee ee Part or © producing countries, including those 
th ugher exports receipts of the prim- benefiting least from increased ex- 

e im wy producing countries which would port prices, and extend the pressure 

Tice normally be earmarked for con- on Europe of increasing prices and 

our! sumption, unless prices for the goods growing demands on its export 
hic} rosé very much more rapidly than industries. 

Kpor 

con : r ’ 

ect! Understanding True Production Costs 

rahe By LAWRENCE N. ROBSON 

Cin 


In my considered judgment British Industry is understating its true 
costs of production in both its costing statements and its published accounts 
[wo main factors cause the distortion of production costs: 
(a) The continuous development of inflationary conditions since 
the outbreak of war in 1939 
+ th (b) The redistribution through the Budget of national income by 
means of subsidies and other forms of social expenditure that 


area are, in effect, the payment of additional wages. 
lefic Because of the difficulty of maintaining real capital intact in inflationary 
d th conditions, two schools of thought exist concerning the assessment of 
lus i profits and the treatment of depreciation of fixed assets. There is the 
t th: orthodox school, which usually recommends the creation of special policy 
: reserves, and that which believes a return to 1939 money levels is 
effec impossible and that profits, therefore, should be ascertained in the year in 
) pri which they are earned, after providing for the depreciation of fixed assets 
e t on the basis of replacement values and for the loss of working capital by 
Th an agreed allowance for taxation and appropriafe stock equilisation reserves 
rift It is now possible to prepare completely orthodox annual accounts for 
om taxation Which show a profit where, in fact, losses in terms of real capital 
have been severe. Taxation of this profit at current penal levels seriously 
1 ho reduces the capitai resources of the undertakings concerned and if this 
ym trend continues it will cause a grave state of affairs in British industry 
li re The indirect wages and salaries paid as subsidies and welfare payments, 
com which also lead to an understatement of industrial costs, now amounts to 
com nearly £1,000 million—-about 10 per cent. of the national income and one- 
quarter of the total Budget. The total expenditure on social services for 
bute 1951-52 is estimated at £1.615 million, while receipts from Income Tax are 
1 On estimated at £1,624 million. 
to | Since the last war, the terms of trade have moved steadily in favour of 
pose the primary producing countries and the trend has been aggravated severely 
ame! since the outbreak of fighting in Korea. 
bine The present price relationship between British exports and primar) 
ea products is such that in return for one Jaguar XK120 motor car we receive 
ar! four and a half bales of fine merino wool; that is to say, in return for 
mak 3,896 Ibs. of magnificent car we get 1,125 Ibs. (one-third of its weight) of 
>ture wool. 


From Presidential Address, Institute of Cost and Works Accountants, 
London, June I, 1951 











300 





International Monetary Fund Tells Nations — 


Remove Trade Restrictions 


Britain dtl 


DOST- 


WIECH WINACd=al 


THE INTERNATIONAL Monetary Fund 
has notutied its forty-nine member 
nations that they would be required 
soon to eliminate or substantially 
modify exchange restrictions and 
other forms of discrimination against 
the trade of nations. 

Special permission is required 
under the articles of agreement for 
Signatory nations to retain exchange 
restrictions beyond March, 1952, 

Without mentioning any country 
by name, the Fund made it clear that 
Britain was high on the list of 
nations it considered financially able 
to relax complex systems of ex- 
change controls. With quiet acquies- 
cence of the United States Govern- 
ment Britain has used the device to 
discriminate against Western Hem- 
isphere products that must be paid 
for in dollars. 

The case for early general com- 
pliance with the spirit of the Fund’s 
basic agreement of 1944 is stated 
broadly in a letter to members and 
the Governors of the fund by A. B 
Overby, acting chairman of the ex- 
ecutive board and acting managing 
director of the institution. 

Cites Gain in Payments 

“During the past year there has 
been considerable improvement in 
the balance of payments and reserve 
position of many countries This 
improvement has in a number of 
cases been accompanied by a relax- 
ation of restrictions on current pay- 
ments. 

“Generally speaking, however, the 
Fund believes that the general im- 


From New York Times, May 28. 1951: 


particular is reminded thar thc five 


war dds/usTINeNLE Chad th 


Vears 
March 1952 


discrimination must also be reviewed 


provement in the international fin- 
ancial position of many countries 
which has taken place warrants fur- 
ther relaxation of restrictions and re- 
duction of discrimination.” 

Inertia, fear of the future, protec- 
tion of vested economic interests 
from outside competition and polit 
ical bargaining practices are giver 
as reasons Why some member nations 
have retained exchange restrictions 
beyond the time when they were 
needed for financial reasons. 

Phe report noted with approval 
such progress as had been mad 
during the past vear toward relax- 
ation of discrimination in trade but 
added: 

“In many countries, however, the 
extent of this action could not yet 
appear to have been commensurate 
with the financial improvement, 

“Especially, the marked improve- 
ment of the gold and dollar positions 
of many countries would seem to 
remove the basis of most currency 
discrimination on current transac- 
tions, which continues to be prac- 
ticed to a considerable degree.” 

Under existing practices, unwanted 
imports are kept out of a given 
country by the simple device of re- 
fusing to make exchange available 
for the purpose. The basic agree- 
ment of the Fund permitted use of 
the device during the first five years 
of its operation because the post-war 
financial positions of the signatories 
were too strained to pay for the 
goods that importers otherwise might 
bring in. 


1.M.F. 2nd Annual Report, Washington 


May 27, 1951 
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REMOVE 


in the case of Britain, for instance, 
device is employed to keep 
United States and other dollar 
ducts that sometimes are avail- 
e at lower prices than articles 
orted from the countries with 
h Britain has accumulated sub- 
ntial sterling balances. The 
:ited States Government has 
nked” at the practice until now, 
iough Britain is bound by treaty 
separate financial 
to discriminate 
tes products. 
[he report explains in this con- 
tron that one of the immediate 
ects of the military activity) in 
rea was “to accelerate the al- 
idy occurring general improve- 
ent in the world payments situa- 
n. especially vis-a-vis the United 
ites.”” It adds: 
“The same factors tending toward 
> elimination of the socalled ‘dollar 
ortage’ have worked toward the 
sappearance of the distinction 
‘tween ‘hard’ currencies and ‘soft’ 
rrencies, and of the distinction 
long various ‘soft’ currencies. 
‘The sterling area, in particular, 
greatly bettered its position vis- 
is Many countries whose curren- 
» were previously relatively ‘hard.’ 


agreements 
against United 


-rling has emerged as a much 
irder’ currency. The previous 


remendous gulf between “hard’ and 


ft’ currencies, which has been a 
ry substantial obstacle to the res- 
ration of convertibility, seemed to 
narrowing markedly at the end 
f 1950.” 
The continued demand for ster- 
ng products around the world has 
veant that the “overabundance” of 
etling was a thing of the past, the 
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report observes. This improvement 
was offset somewhat by the increas- 
ing liabilities in sterling Britain was 
incurring in parts of the sterling 
area through imports and through 
gold and dollar acquisitions by its 
exchange equalization account from 
sterling area earnings 

“But countries are now much less 
anxious to dispose of their sterling 
holdings.” the report says. “and 
there is much less willingness on the 
part of holders of sterling to offer 
it for sale at considerable discounts 
than was previously the case 

The greater demand for sterling 
has facilitated the developing settle- 
ment of the sterling balance prob- 
lem. To the extent that the holders 
of these balances now want to hold 
them, the problem tends to dis- 
appear.” 

At the same time. the Fund 
points out that the improvement in 
the payments position of member 
nations. and the increase in gold and 
dollar reserves of countries outside 
the United States has not been 
shared by all nations 

The Fund anticipates that many 
countries otherwise able to elimin- 
ate or modify restrictions and dis- 
criminatory practices will argue that 
retention of these policies was needed 
to protect their economies against 
the impact of rearmament pro- 


grammes. 
But (says I.M.F.): 
“Historical experience indicates 


that greater efficiency or productivity 
in the economic field is encouraged 
by an international economic en- 
vironment relatively free from ham- 
pering restrictions and discrimina- 
tion.” 
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Eight-Point Programme for Spending 
£1,000 Million a Year 


On Under-developed 


FOLLOWING ARE THE eight recom- 
mendations of experts reporting to 
United Nations for action by inter- 
national agencies and, on a national 
basis, by developed countries. 


1. The developed countries should 
desist from commercial policies 
which hinder the development of the 
under-developed countries: 


(a) They should not fix ceilings 
for the prices of imports without 
simultaneously controlling the prices 
of exports which under-developed 
countries buy from them so as not 
to affect adversely the terms of trade 
of these countries; and (b) they 
should not subsidise the production 
or the export of commodities which 
arc also produced for export by 
under-developed countries. 


2. Developed countries should 
consider setting up national institu 
tions similar to the Export-Import 
Bank of the United States. 


3. Developed countries should 
facilitate foreign private investment 
by: (a) taking the initiative in mak- 
ing treaties with under-developed 
countries for the equitable treatment 
of foreign investments: (b) offering to 
ensure foreign investment for their 
nationals against transfer difficulties; 
and (c) exempting foreign-earned 
incomes from double taxation, 


4. During periods when there is 
a general scarcity of supply of goods, 
the developed countries should estab- 
lish machinery to ensure that the 


Areas 


under-developed countries obtain ar 
equitable share of capital goods and 
of other materials for maintainin; 
their programmes of development 


5. The International Bank for Re 
construction and Development 
should set for itself the objective, | 
be reached within the next five years 
of lending $1,000,000,000 annual! 
to the under-developed countries. 


6. The United Nations shoul 
establish an international develop 
ment authority to assist the under 
developed countries in preparing, co 
ordinating and implementing their 
programme of economic develoy 
ment to distribute to under-deve! 
oped countries grants for specifi 
purposes; to verify the proper utilisa 
tion of such grants; and to study an 
report on the progress of develo; 
ment programmes. 


7. In order to assist the govert 
ments and peoples of Africa to an 
alyse and keep under continuou 
survey the development problems of 
that continent, the United Nation 
should establish an economic com 
mission for Africa and provide fo: 
it an international secretariat. 


8. The United Nations should ex 
plore the possibility of establishin 
an international finance corporatio: 
to make equity investments an 
to lend to appropriate undertak 
ings operating in under-develope: 
countries, 


From “ Measures for the Development of Underdeveloped Countries.” 
United Nations, New York, May 15, 1951 
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[he experts go on to state: 


“ There is a sense in which rapid 


conomic progress is impossible 
vithout painful readjustments. 
\ncient philosophies have to be 
crapped: old social institutions 


ave to disintegrate; bonds of caste, 
reed and race have to be burst; and 
arge numbers of persons who can- 
not keep up with progress have to 
nave their expectations of a comfort- 
ible life frustrated. Very few com- 
junities are willing to pay the full 
rice of rapid economic progress. 


“In our judgment, there are a 
umber of under-developed countries 
here the concentration of economic 
nd political power in the hands of 
smail class, whose main interest is 
i@ preservation of its own wealth 
nd privileges, rules out the prospect 
f much economic progress until a 
cial revolution has effected a shift 
1 the distribution of income and 
wer. 


“ There cannot be rapid economic 
rogress unless the leaders of a 
untry at all levels . . . politicians, 
‘achers, engineers, business leaders, 
rade unionists, priests, journalists 
desire economic progress for the 
suntry, and are willing to pay its 
rice, which is the creation of a 
ociety from which economic, 
political and social privileges have 
seen eliminated.” 


In addition to removing the ob- 
tacles to economic development, 
he experts stress the importance of 
positive measures on the part of 
under-developed countries for pro- 
moting rapid economic development, 
particularly to increase domestic 
apital formation and to formulate 


and implement programmes of eco- 
nomic development. 


In their consideration of the 
problem of increasing capital forma- 
tion in under-developed countries, 
the experts recommend that the 
governments of under-developed 
countries prepare programmes to 
stimulate domestic saving, including 
the extension of savings institutions 
and measures involving taxation; 
and that in order to ensure that 
capital moves into the most produc- 
tive uses, governments should estab- 
lish a Development Bank and an 
agricultural credit system, and if 
necessary take other measures for 
influencing the direction of invest- 
ment, such as credit controls, foreign 
exchange controls, or licensing of 
buildings or capital extensions 


With regard to the preparation 
and implementation of development 
programmes, the group recommends 
that under-developed countries set 
up organisations for carrying out 
technical and economic surveys of 
the country in order to ascertain 
available resources and develop- 
ment potentialities. Machinery 
should also be established for the 
purpose of drawing up realistic de- 
velopment programmes covering 
several succeeding years and for 
establishing consistent sets of prior- 
ities. In particular, there should be 
established “a central economic unit 
with the functions of surveying the 
economy, making development pro- 
grammes, advising on the measures 
necessary for carrying out such 
programmes and reporting on them 
periodically. The development pro- 
grammes should contain a capital 
budget showing the requirements of 
capital and how much of this is 
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expected from domestic and from 
foreign sources. 

“Most of — th under-developed 
countries wil find it extremely 


difiicusi to make progress in the 
initial tages without — effective 
international — aid. Even with 
such aid, their task would be 


difficult enough. 
economic 


COUNLTIe 


As we visualize it, 
development of these 
vill require fundamental 
changes in their social and = econ- 
omic structure, a large effort at mass 
education. and very intelligent hus- 
banding of resources. This arduous 
task would be rendered = more 
manageable if some external aid in 
terms of personne! and finance were 


essential nature would not, however 
be changed; it would only call fo 
a greater intensity of effort in al 
directions The need for 
cohesion and solidarity would bi 
greater than ever: for, the sacrifice 
imposed on the people by the initia 
tion of the process of developme: 
would be larger and the period fo 
which they have to wait for it 
fruits longer. It would call for grea 
ingenuity in adaptation, in seizing al 
opportunities, making all economie 
however 
the pace 
situation will make enormous de 
mands on intelligence in planning 
honesty and ability in execution 


socia 


small, and in quickenins 
of the whole process, Thx 





available. In its absence. the task and 
] 


would indeed be formidable. Its munity.” 


of discipline within the com 





CONDITIONS OF EMPLOYMEN? IN U.K. AGRICULTURE 
A TEN-YEARS’ REVOLUTION 


Phe period of ten years from the beginning of the war io the closing 
NINS « 1949 saw a substantial improvement in th on ni s and 
mnditions of wo t It |! workers. The minimum wage fot 

idult 1 es rose fro 34 7 for an average week of some 50; hours in i938 
ze for a we of 47 hours in March. 1949, the [938 figures being the 
verag yf the inimun ites then in force This is an increase of 
per cent. in th seekly mint and of 191 per cent. in minimum 

a per baste hou It is estimated that the actual earnings per week for 
dult males were approximately 39/- per week in 1938, whilst by March, 
SO, they had ched tl egion of 1112/6 per week This is an increase 
f nearly 190 per cent. in money earnings. At the same time the number of 
paid holidays and Bank Holidays allowed have increased considerably since 
pre-war, and this, together with the decrease In the number of hours tor 
hich payment was made. would indicate that earning rates per hour 
ictually worked have increesed to a still greater extent. Unfortunately no 


reliable information is available on the subject of pre-war hours of work. but 
53 hours per week would not be an unreasonable estimate as compared with 
the present-day average of about 5] hours. If allowance is now made for lost 
time due to statutory holidays (3 days in 1938. and 13 days now), the net 


hours actually worked will average approximately $2} hours per week, and 


48) in 1950. On this basis earnings per net hour have increased by 212 pet 
nt. from nearly 9d. rer hour to nearly 28d. per hour. If no allowance is 
made for paid holidays. the earnings per hour have increased by 200 pet 


cent. from 1938. 
Without entering into a discussion of comparative earning rates in ager! 
lture and in industry. tt may be noted that the position of the agricultural 
worker relative to his industrial counterpart has changed considerably since 
pre-war years. The weekly earnings of adult males in industry increased from 
69/- in October. 1938. to 142/8 in October. 1949, a rise of 107 per cent.. 


whilst their hourly earnings increased by 110 per cent. over the sume period 


H..Palca and 1. -G: R. Davi 


fournal of Roval Statistical Society, Volume ¢ 


Part I, 195] 
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her services us well, 


Human Problems of Colombo Plan 


PAYMOND 


Phe aul The arti 
an anthropologist. He i 
ii Cadi hl ved In 
idl H re /} Tao ifs 
ONSIDERING THE human imphi- 


ons of the proposals for develop- 
it, let us take first the effects upon 
ployment. 

Lis envisaged that to implement 
Plan adequately from the tech- 
oOint Of view it will be necess- 
recruit experts from overseas, 


iny one time during the 


' 
li | 

I 
) 


of the programmes, it is estim- 
from Sf) to S() eng eers 
1 . ‘ hindcencot ee . J 
uiturists, CnemustS. and othe 
“3 . Fe , . ‘ 1 l rac } 
Ly qualified men will be needed 
° } wnat : Pape 
VY may be difhic Ht to secure 


Post-war experience in 


tment has shown that such good 
are in supply. Though 
diversion from conti : 
lonial enterprises 1s possible. the 
mament programme may repre- 
tL a new competing element in 
ne Occupations, Turnover in such 
nditions is apt to be rapid and 
ays considerable Though the 
al financial cost involved in such 
pediments may not be a signtfi- 
it item, the real cost to the enter- 
ses may be heavy. One way 
obviating these difficulties will be 


} rp 
SUCl 


short 


1 Y 
iCling 


r governments and local companies 


stimulate the flow of technical 


sistance through private enterprise 


erested financially in develop- 
‘nt projects and able to supply 
Another way 
by means of the special scheme 
eady prepared. worked through 
» Council for Technical Co-oper- 
on. which will provide informa- 
yn about men and facilities. and 
I! stimulate training. 


From Some Social {s/ 


FIRTH (University of | 


from 
concerned wit: the 


yndon) 


WUCH TUS € tract iS taken 


protounad 


the British Commonwealth 
Under-Developed Areas 


/ } } 
i CUi ff ¢ 


CHIUCIANS 

Phe overseas expert 1s, 
only one feature of the 
aspect of the programmes. 
greater importance 
will be the trained men of local 
origin. The Colombo Plan recog- 
nises that the success of its projects 
will depend ultimately on having a 
sufficient number of local men to 
take over and run the enterprises 
efficiently after the overseas experts 
have departed. It recognises too that 
the need will be not merely for the 
higher grades of technical skill, but 
for thousands of middle- and lower- 
grade technicians of all types. Ex- 
pansion of local training facilities 1s 
the cardinal features of 


however, 
manpower 
Of much 
in the long run 


thus one of 
the Plan. 
This proposal to enlarge signific- 
antly the middle-class occupational 
group is perhaps one of the most 
important aspects of the pro- 
grammes. It involves far more than 
technical training. It requires incul- 
cation of principles of responsibility, 
organization, and initiatve. It means 
the creation of sets of people who 
will expect higher incomes and 
living standards than the mass of 
their fellows tn industrial and agri- 
cultural employment. and who will 
tend to emerge as a social and not 
merely an occupational class. It 
also means probably a type of per- 
son who will be more sensitive to 
economic and political conditions, 
and for whom there will need to be 
some fairly assured prospects of 
permanent employment, since he 


ects of the Columbo P| 
Westminster Bank Review, 


London Vay 195] 
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will have become divorced from his 
traditional background. In this is a 
risk that must be clearly recognised. 
In this sphere there are no reversible 
reactions; development once begun 
must continue. 

The general plan gives no indica- 
tion of the amount of unskilled and 
semi-skilled labour that will be re- 
quired to carry out the programmes. 
Lack of such manpower statistics is 
a common feature of development 
plans. Much of the building envis- 
aged as part of development of 
medical, educational, and other com- 
munity services will presumably be 
handled by the ordinary labour force 
of the various public works 
departments. But large-scale con- 
struction of roads, railways, irriga- 
tion works, airfields, and _ ports, 
especially in the more backward 
areas, is certain to demand consider- 
eble additional manpower of low- 
crade skill. Since the siting of these 
projects is determined primarily by 
technological criteria, the labour 
must go to the capital and not vice 
versa. : 

This raises special problems. 
Where and how its the labour to be 
obtained? What special provision is 
to be made for it in housing and 
other amenities, including family 
accommodation and facilities for 
community life? How far will the 
maintenance and other consequential 
tasks resulting from the construc- 
tional works continue to provide em- 
ployment for the labour after the 
initial period of development is at 
an end? 


Labour Statistics 

Experience in the industrialization 
of backward areas has shown that 
these are not empty questions. They 
have the more force because of the 
somewhat slender statistical basis on 
which present conceptions of the 
occupational structure of the popu- 


For any larg 
plan, involvin 
much re-orientation of labour effor 
it is advisable to know as much is 
possible about the number of per- 


lations are founded. 
scale development 


sons actually engaged in existing 
occupations. What is their compos- 
ition? How many of them ai 
women (needing special considet 
tion in many types of employment 
What is the number and distributi 
of their dependents? Tf there is to 
be migration of labour, who a 
likely to move and who to be le 


behind? 


Despite vigorous demograph: 
efforts in recent years precise in- 
formation about these matters 
lacking on any scale for the South 
and South-East Asian  countrie 
Compare some of the basic statisti 
given in the Plan. If the percentage 
of “economically active population’ 
is calculated from the data given in 
the Report, it varies from 27% of 
the total population in Pakistan t 
31° in India, and from 36% and 
37% in Ceylon and Malaya respec 
ively to 61°, in Sarawak. Allowir 
for differences of incidence of em 
ployment with variation in extent of 
manufacturing industry, or in pr 
valence of such customs as seclusic 
of women, these differences seem 
too wide. They suggest either in 
perfect data or different methods o! 
calculation. 


This is borne out when one notic¢ 
that the total population of Malaya 
including Singapore, is given as 6.13 
million and the “economically act- 
ive population” as 2.26 million. TI 
latter figure turns out to be the sam 
as that of the “gainfully employed’ 
persons in the 1947 Census, when 
the total population was only 5.8 
million. That the population shoul’ 
have grown by over a quarter of 
million in two years, with no increas 
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the number of “economically 
live’ persons, is improbable. 

4} course, these figures are pre- 
ited in the Report merely to give 
, idea of the rough magnitudes of 
e Plan, But taken in conjunction 
th the general absence of discus- 
n of manpower resources other 
in those of trained men, this may 
ean that important problems of 
your have still to be faced. The 
ct that a process of development 
Asian conditions is essentially a 
ocess of real capitalization does 


jot allow the manpower aspects to 


taken for granted. India and 


Malaya, for instance, have already 
seen some of the social stresses of 


odern industrialism. A _ plan for 
dustrial development, if it is to 

systematic, must try to foresee 
nd minimise the strains and dis- 
cations likely to occur when 
ibourers are attracted from the 
illages, put in new surroundings, 
ften among folk who speak a differ- 
nt language, and required to con- 
rm to schedules and standards of 
ork hitherto alien to their way of 
fe. Economic improvement must 
ing in social improvement. Other- 
vise there will later have to be heavy 
elfare expenditure to rectify the 
ynditions created by development. 
singapore is already an example of 
his. 

MLUCTIVITN 

There is some question on the 
echnical basis laid down as to how 


much and how soon they will be able 


raise productivity significantly. 
‘ut action of this order of magni- 
ide is urgently needed if the crisis 
f the peasantry in South and South- 
ist Asia is to be met. Yet it ts of 
10 use to blink the fact that the pro- 
28s of development in this snhere 
ill not be casy. Take plant-breed- 
ig. This has been very successful 
ith rubber, cotton, wheat. and sugar 


cane, but much less so with millets 
and rice—crops in which the peas- 
ants themselves have developed well- 
adapted local strains. 

Some of the agricultural practices 
of the peasant which apparently 
contribute to his low productivity 
are in fact more sensible than ap- 
pears at first sight. The light 
wooden plough which the peasant 
uses in many areas looks a very 
inefficient implement is it scrapes 
through the ground. Yet it has the 
merit of being easily transported to 
the various dispersed fields, and its 
shallow furrow is often the best in 
light soils where there 1s need to 
avoid erosion or loss of water by 
sub-soil drainage. The late Sir Frank 
Stockdale, when Agricultural Ad- 
viser to the Colonial Office. des- 
cribed the plough of the Kelantan 
Malay rice planter as the most 
efficient peasant implement he had 
seen anywhere. Even if this particu- 
lar enthusiasm should be modified, 
there ts no doubt that the Malay, 
like other Asian peasants, has a 
great fund of experience in rice 
cultivation, which should not be 
brushed aside when any general pro- 
ject is being applied to local con- 
ditions. 

Vew Techniques 

A different problem arises when the 
process of development is intended 
not merely to improve the produc- 
tion facilities of the peasant, but to 
change his technology radically. The 
plan for Sarawak, for instance, states 
simply that agriculture is to be 
assisted by substituting wet paddy 
(rice) cultivation for hill paddy cul- 
tivation. which is wasteful and is 
causing soil erosion. Behind this 
laconic statement lie a number of 
interesting questions. Much of this 
hill rice is grown by long-rotational 
methods known as shifting cultiva- 
tion, a practice occurring also in 








parts of Malaya, India and Ceylon, 
and prevalent as well in much of 
Africa and Central America. The 
practice consists essentially in felling 
the vegelation on a piece of torest 
land, burning the debris, and plant- 
Ing in the ash-ferulised soul. From 
virgin forest or old growth the initial 
yield is usually very good. But it 
declines rapidly in successive years, 
so the cultivator moves on to repeat 
the process on another plot If 
the population density is low, so that 
a minimum of about ten 
elapses before the cultivator has to 
return to the original plot, soil fer- 
tility is maintained at a reasonable 
level. But if population begins to 


exceed, say, 50 persons per square 


years 


mile-—-some authorities would put 
the figure much lower—then the 


land does not get time for the forest 


to regenerate, and there 1s a cumulatl- 
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the peasant to wet rice cultivation 


His technology 
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his mode of setthement, his tenu 
of land, even in some cases his 1 
ligion, are all bound up with h 
traditional form of cultivation. Ju 
providing capital for the draina; 
and irrigation works, and agricu 
tural experts to tell him what to d 
will not turn the trick. 
of these people it may mean askir 
them to leave their ancestral home 
move down into the valleys or « 
to the plains, work in flooded « 
swamp land instead of on a dr 
slope, with associated changes 

their division of labour and in thy 
occupational calendar. It will prot 
ably also mean conforming to rul 
about planting and harvest tims 
common to an area, and being pe 
alized if they are behindhand, 1 
stead of being able to choose the 


own schedules, In other words, the 


will have to pay a price for progres 
The Asian peasant. given a cle 
ncentive s by no means | \ 


: akin ] ae as - 1 _ 
in taking advantage of new opp 


. e Va . WT 

hu n with which he took 
bbet iting in Malaya in t 
vea the century ften 

Wsm a British ofh 

) ric lands oO out 
ition thereby But th Opp 
tunit 1st be geared ifficient 
I] s understanding and to h 

1 7 cultu 1] V ilu s ror him 
rasp it dily. It will be no matt 


fOr surprise, Of indeed for CTILICIS 


ty 
A 
of the agricultural and other office 


friwit ~ ms > ha . > > c 1, 
striving to make the change, if tl 


often hesitates before com 


irrevocably to tl 
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Recovery in South-East Asia 


“The Colombo Plan is already partly out of date 


rH-EAst Asta has got off in the 
t year of the Colombo Plan to a 
ing start. Stories of production 
id of the balance of payments now 
ing received show that, all unob- 
ved, South-East Asia has made 
the last ten months spectacular 
tress. The Colombo Plan pub- 
ied in November 1950 is already 
irtly out of date 
Che spectacular movement in the 
rms of trade in favour of South- 
t Asian countries has built a 
sconomic terms far more 
lid than any that could have come 
mm the programme of external aid 
ne. The stimulus to production 
1 to new capital formation is vas 
is sull unfolding 
highlights of the 
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tal, ig now at its peak, Prices 
th im rubber and tin have run 

e the Korean war at levels s 
h as to transform the balance of 
yments figures of producing coun 
es. But this is not all. The re- 
very of which rubber and tin 
ilues represent the highlights has 
pread elsewhere: Indian and Paki- 
tan jute prices have rocketed in no 
ess spectacular a manner though 
roduction here has not, because of 
he Indo-Pakistan exchange dead- 
ock run at its peak. Nevertheless, 
ome significant indications of pros- 
verity are available in a manner 


From Eastern Economist, 


which would suggest that if these 
factors continue to apply, a high rate 
of capital formation in South-East 
Asia is likely to ensue through 
favourable trade balances 


Burma is possibly the only coun- 
try not significantly to benefit, the 
figures for the first nine months of 
1950 indicating a favourable bal- 
ance of Rs. I1 crores against Rs. 
19.5 crores in the previous year 
Ceylon has moved her trade balance 
up from Rs. 3.5 crores to Rs. 39.6 
crores: Pakistan for the nine months 
till September 1950 had moved its 
balance from an adverse figure of 
Rs. 41 crores to a favourable figure 
of Rs. 18 cror Malay which had 
an adverse balance of 


~ 
/ 
/ 


8 million U.S 
dollars had a favourable balance in 


1950 of 319 million dollars and 
Indonesia has also changed over to 
IIOTICSIT« a didt CLiladliVet OVC tO 

: 

in a small ad ! )S 
of 59 million dollars but this 1 

against 1 adver balance of 4 


ar 
million dollars in 1949, The broad 
picture that these figures present 1s 
that South-East Asia, not including 


India, has no significant balance of 


payments problem at present. And 
the rate of capital formation repre- 
sented by these figures in every case 
except that of India is sufficient to 
dispense with the need of external 
finance, 


Two conclusions need now to be 


drawn. The Colombo Plan has 
changed its substance so far as fin- 
ance is concerned. By and large, 


there is no serious problem of fin- 
ance both internal and external at 
least for the commencement years of 
the plan for any country other than 
India. 


New Delhi, April 27, 1951 











Intractable Problems of European 
Re-Armament 


By MICHAEL L. HOFFMAN 


PHt NORTH ATLANTIC Countries 
have spent a great deal of time and 
energy in a fruitless effort to find a 
formula for sharing the burdens of 
defence. 

The experts have not even been 
able to agree upon what defence ex- 
penditures are. The United States, 
Europeans observe, for example, in- 
cludes as a defence expenditure the 
provision of amusements and refresh- 
ments for troops that a European 
soldier never gets. If Canada pays 
a private three times as much as 
Denmark, is Canada bearing three 
times the burden Denmark 1s? 


No Mathematical Solution 


There is no way of sharing in 
mathematical proportions a 
‘hurden” that ts not capable of 
definition in homogeneous units. 
National income units, to take the 
most commonly discussed example, 
are not homogeneous as between 
countries. 

It is important for the North 
Atlantic Treaty Organization plan- 
ners to know that per capita 
national income in Italy is about 
$235 while in Norway it is $580 
But this does not mean that Nor- 
‘ afford” to spend $58 on 
defence to Italv’s $23. Nor ts it 
easy to see how the burden involved 
in spending $10,000,000 on airfields 
can be equated to that of spending 
the same amount building 
destroyers 

Meanwhile, as countries get on 
the best they can with their own 
resources it 1s becoming clear that 
any way you cut the cake, France 


way can 


is going to be trying to bear 


heavier defence burden than th 
French National economy © seen 
capable of bearing. By 1952, « 


the basis of present commitment 
France will be trving to spend a 
amount on defence that would equ 
about 20 per cent. of the preset 
French national income. 

That is far beyond what any rm 
sponsible person believes France 
or any Other country—can do. N 
Western Government ever has show: 
itself capable of extracting more tha: 
30 per cent. of national income fi 
all purposes, including purely tran 
fer payments (family allowances 
pensions, etc.). 

If the French Army is not well 
equipped, or if the French socia 
structure collapses. it) will matter 
very litthe what has been achieved 
by Denmark or Norway 

Because of her geographic 
posiuon things must be done i 
France. such as the building « 
roads, pipelines and installation 
that burden the economy in a wa 
that cannot easily be relieved b 
any present form of outside aid 
The problem certainly could not be 
solved, for instance, merely by giv- 
ing more dollar aid. 

The question of 
ought to be restated to read: “How 
can each country make its contri 
bution to defence in a way that wi! 
nve maximum aid to the Frenc! 
in solving the problems they hav 
undertaken to deal with in th 
common interest?” 

If Western Europe fails to pull 1 


} 
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EUROPEAN 


ight, or if, in trying to do that, 
slides into social and economic 
lapse, a breakdown 1n monetary 
1 fiscal machinery is much more 
‘ly to be the immediate cause of 
débacle than a breakdown in 
‘ther part of the economy, in 
opinion of Western Europe’s 
iding financial statesmen 
Western 


/ 
wnher of the 


Feuropean 
{flantic pact Is 
wthle today of financing rearma- 
nf or anything else by mobilizing, 
the traditional manner, the savings 


ts cCILlLZeENsS 


Vor One 


hritain an Exception 


Not one government in Western 
irope, except Britain (for special 
isons connected with her ability 
draw on the sterling area) can 
to a market and borrow enough 
mev to make a serious dent in 
defence programme without re- 
ting to monetary inflation 
The national state in Western 
urope is no longer a viable insti- 
fiscal matters It 1s, 
he exception of Britain 


tion in 
is. with the 
Switzerland. both for very 
cial reasons, no longer a viable 
titution in monetary matters. 
fhe capital 


} t 
YAGeS| possible 


LK 


market, in the 
sense of that 
rm. is one great European insti- 
on that has never recovered 
ym World War II And the new 
‘fence programme is beginning to 
ow, for the first time. what 
irope has really lost in this 


ot 
spect 


Because even the © strongest 
uropean moneys are subject to be- 


ng made inconvertible at the will 


national governments, an invest- 


nent in a bond denominated, for 


stance, in Belgian francs means 
utting all your eggs into the Bel- 
ian basket. Your asset stands or 
ills with Belgian credit 


REARMAMENI 3] 


Ww 


It happens that Belgium’s credit 
record is extremely good. But there 
is one difficulty. If the Russians 
should march there might not be 
any Belgian Government at all 


The one risk no purely national 
financial wizardry can protect 


against is the risk that there 
be any nation 

There are, theoretically. two kinds 
of alternatives in this. situation 

(1) The alternative that has so 
far been chosen is to try to finance 
defence almost wholly out of cur- 
rent government receipts. That ts 
why every finance minister 
Europe is nearly in despair 


Not even the richest nations have 


ever [ried Ik eAtelaL Vell fre 
cheapest wars Wholly out of current 
yee P “wn <i nD « 
Tarxalion Even w all the 


States aid that could conceivably be 
sranted, no financial technician can 
be made to say, in private, that he 
really thinks Europe can do _ that 


today 


ih iltimate eakness fa 
Wholly pav-as-vou-go policy under 
present European conditions is that 

rder to get command of re- 
ources the government has to put 
sO any chains on. private 


1 


nomic activity that the 


capital itself is inhibited. If capital 


reation slows down too much 
there would be no use building 
armies to defend Western Europe 
because the economic basis for 


survival would no longer exist 

(2) The second alternative would 
be to abandon the national state as 
a credit basis. This means asking 
Furopeans to entrust their savings 
not to a national government but to 
something bigger — something that 
would still be there if Europe were 
overrun 

The technical problem of creating 
a larger, sounder basis for mohbil- 
izing European capital is not what 








ECONOMIC 


is delaying the choice of this alter- 
native. The high authority of the 
Schuman Plan is an approach to 
For aid in solv- 
ing the defence finance 
institution on the 


Af farits IPLULPLUT OMI ay 


Sucn an isiitull 
provler a? 
of th 


Scale 


needed 


fhe main reason no government 
willing to take the plunge ts 


ice a security bearing an all- 

or all-Atlantic guarantee 

went on the market the discount on 

national securities would be = so 

great that everyone could see the 
l 


nauonal vOovernment credit 1] 
Europe Was no good. 


In the Netherlands the extra out- 





la\ ( | per 
cent. more h of 
t] CXt pe 
i} alarms the 
c trys not 
™ the 
Netherlar from 
nat pro- 
eramm wotably that of Britain 
al d Sta 

, ) ri Ve {/ier- 
a / }? ¢ for Den- 
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terms of imports 


Phere no indication that the 
forces of industrial expansion 
h ha raised industrial pro- 


duction in Western Europe to more 
tha! yne-third wove pre-World 
War II levels have been exhausted 
Government planners «are predict- 


ing reductions in the rate of pro- 


duction increase. Business men who 
KnoV more about the state of 
private stockpiles of raw materials 
are rather more optimistic 


Business Jeaders also are keenly 
aware that the full effects of mod- 
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ernization of plant, of the educi 
tion of workers and employers t 
the importance of higher produc 
tivity, and of the © stimulatin 
market expansion resulting from les 
restricted trade are still workin 
strongly on the right side 
Expansion of Economy 
Industrial circles and a surpri 
ing number of top civil servant 
(normally rather partial to cor 
trols) agree that a principal obje 
of Western must be | 
Killing off forces for ec 
nomic expansion in Western Euroy 
bungling or 


Strategy 


aAVOIG 


OV HScal 


controls 


2XCSSIV 


dp iS d le Clear thdt No QMeUNeT ¢ 
sraight military aid the Unite 
States cou ad vive would meet tT 
MNCe ds Vv} rie SELUMaL I Fl | he v. en 
Ise items *---guns, tanks, jeeps, et 


vill simply go to waste if tl 


hole economy of the receivil 


‘ountt does not function w 

igh to keep a modern arn 
ipplied. This is not an operati 
for a few months, but for an 
defini numMoer of vea;©rs. Moder 
irm ould not function in a 
ndusirial vacuum 

\ 


sor could any amount of Unite 
States aid suffice if it were not 

‘cdinated with an entirely unpre 
programme of mutual a 
imong the Western Allies. Inde 


cK 


one of the main problems coi 
nected with United States aid 
how to use it to promote such cc 
ordination 

For one thing. the United Stat 


Army can get a very substantial 
amount of supplies from European 
production. To persuade the mili- 
tary of the importance of taking 


idvantage of this fact is one of 


1 
} 


the hardest tasks the econom 
policy officials have before them 


j } > 
(Concluded on page 31 














t From European to Atlantic Union 


luc By HERBERT AGAR 





les Lhis eminent American constitutional historian—Political 
‘ fdviser to U.S {yrbassadors in London—asks and 
} answers two critical Guestlons 


he proposal for closer political In other words, for our common 








ership across the Atlantic an cause we must restore the relatively 
sale from reality, a “cloud free movement of money and goods 
an tho wht ¢’ luli Ourselves and men whicl We knew In the 
- ad of facing the liard facts nineteenth centurv. Yet we cannot 
I ha closer union make the voice call back from the dead past either 
lnited States dominant, thus the Pax Britannica or the American 
ii nishine the power of the more policy of unrestricted immigration. 
rOT 1 ae Bg gee Gavcul PS Te, Seen eg tenes 
: GQ MeEnMDEers IN Te Lflaritic And if we merely a olish our quotas 
” and exclusions and currency controls 
In regard to the first question, pretending for the fun of it that we 
- plan, far- are living in the nineteenth century, 
gp changes such as are pro- the dollar-shortage becomes a deadly 
the friends of Atlantic nuisance and trans-Atlantic friend- 
ss yp unless ship becomes even more difficult to 
I re backed by strong economic = maintei We must find new 
: est. bv strong fear or by strong method 
ses if purpose (The motives are 
bat named i 2 order of their Conditions of U.S. Investment 
iro but th rder of their For the economic health of the 
T} 
ae mn national policy One West. massive foreign investment by 
- n irgue that uy this case three the United States is needed. But a 
ee re present loser politcal partnership must be 
: ee t i 
Nae eCONn res 1 ontrived fore vestme 
ait iy be made clear to our would be forthcoming-—-or eve 
ne ra! peoples m order to ECON before it would be welcomed 
pr cal pressure IS overwhelming some quarters. L-UTOPe S rear o! 
la have learned already that no dollar imperialism, and America’s 
d unt of Marshal] Plans, or of | fear of Socialist expropriation, can 
pi mutual aids, can make the be overcome in a political assocla- 
d West either as rich or as strong as it) tion, but mot in a mere military 
before the two wars so long as” alliance. In an alliance we help 
member-nations wage economic each other with arms. grants and 
ta ttles against each other. If the pacts. while hindering each other 


nti United States were prepared to face with tariffs, prohibitions on immigra- 
pean the future alone. morally and ton and every convenient device for 
mi physically alone. she might remain making our total Western economy 
iking neh alone for a brief, precarious inefficient. In an alliance we think 
f time. Since she rejects that unworthy of our friends as “them.” and we 
om plan. it is as much tn her economic suspect “them” of continual sharp 
m terest as in that of Great Britain or practice In a un'on. however 
France to see the whole West tenuous, “thev”™” tend gradually to 
‘osper together. hecome “Wwe.” and are found to 


From Spectator, London, May 18, 1951 
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possess only the normal human 


iniquity. We can even lend them 
money without expecting it to be 
Sequestered, and they Cun even 
receive it without expecting us to 
take a lien on their souls 

It has been suggested, as an alter- 
native to Atlantic Union, that an 


economic and political 
Western I urope, OF of 
Great Britain, would create 
able trade and currency 
thus restore prosperity 
But Professor Lionel Robbins. in 
Llo Bank Review, and Professor 
Meade. in a series of talks on the 
B BC... have shown. to the Satis- 
faction of many of us that the first is 
not on a lar and that 


Integration of 
fFurope and 
a work- 
area, and 
and strength. 


se enough scale, 


the second, without North Americ 
would no consistent with the 
world-wide mmitments of Great 


Britain 
Fact of Iron Curtain 
_if we could unite the 


1 P - . 
he whole of Europe, 


real Europe, 
that might 


suffice. But it is not in our power 
fo raise the Iron Curtain. The 
Curtain was put there in part to 
destroy the old economy of Europe. 
and it was well placed In the 
ircumstances onl an increasing 


unity on the North intic scale 
of the Atlantic Pact, can 


the scale 

cause that upsurge of wealth and 
strength which would command the 
consent of the citizens 40 a truly 


But let us remem- 
startling to 


startling chunge 


ber that it IS no more 


commence an Atlantic than = a 
Fur pean union The difference is 
that fhe former ts economically 
ealistic 

his “growing together” could 
begin very simply. by creating 


machinery of g overnment to insure 
that in matters of defence, foreign 
and economic affairs, decisions such 
as those which drove us apart in 


ECONOMIC 
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China could 
darkness, Ww 


not be 
thout 


made in 
previous 


face 
face discussion by the 


officials 


that re 


respons! 
But do not let us 
al partnership, abiding 
trustworthy, can preserved w 
out going far further. Great 
ured by little devices 


nrete 
pret 


be 


are nol 


l f Wwe 


Cae 
irom 


turn the econ 
motive to the motive of. fear, 
need only note that the fear appl 


both to Russia and to Germany. W 
shall not be strong enough to | 
vent Russian aggression so long 
we help each other’s production w 


One hand and bedevil each oth 


trade with the other. And we sh 
not dare to absorb an unrestrict 
German industry and an unleas 
Germat ambition mo any 
smaller than the North Atlar 
yrld Yet we inot. for 
restrict the industry and leash 


ambition 
The 
ious. We are 


of a great 


moral motive for 


unIo! 


obi members togett 
ocrety. 


adition. For forty ve 


heirs to a er 


ars, since 


first Balkan war. we have be 
destroying that society and insult 
that tradition. If our civilisation di 
it will self-slauin, through 
insistence that ne small 


yur Western 
nterests, 


vision of 


“exclusive 


well have a duty, in defence of fhe 
interests, to impose hunger, une: 
ployment, over-population, despa r, 


ind e\ rest. 


parano! 


the 
his 


War, upon 
persist in 
treatment of our 

if 


Ong aS We 


Christians and ridiculous to call on 
selves democrats. 
Making U.S. Dominant? 

(2) Would a closer union 
the voice of the United States 
? Surely might expe 


strong one 


fellow-Westerners, 
s boastful for us to call ourselves 





ma I: 
n | 


.) 


i] 


j 








lies with a view to 
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would 


[ nde 


have the opposite 
present arrangements 
the United States is 
because there is no 
nery for restraining the strong- 
partner in an alhance from 
which commit the 
They have no re- 
e except to leave the alliance, 
h might be suicide. Yet if they 
and continue to be ignored, the 
ce may fall apart from within. 


voice of 
1 
loud, 


t 


ng decisions 
r partners. 


have worked for 
association across” the 
inue foresaw this trouble long 
hey knew the day was coming 
en America’s foreign policy would 
ome so important to her friends 
t they must all discuss it—and 
uss it rancorously if need be 
' that their own foreign 
domestic policies were so inter- 


-d that America’s friends must 


\mericans who 


olitical 
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ously need be. They knew this 
must lead to bitter talk. and perhaps 
yitter deeds, unless decisions on 


foreign and economic affairs could 
be made in common, in the light of 


the pooled wisdom of the West 


' } ** fadar al 
Word rederd S not al 


home in England. The English are 
y of big. vague words. But they 
are excellent at attaining practical 
ends, which on the whole they prefer 
not to define. TI this case, 
s that we shall quickly grow closer 
the Atlantic. Please do not 
about the we Ma\ 
choose to use in the United States or 
Canada. Atlantic Union, in any 
form. may seem almost impossible 
Yet it can call great economic inter- 


est to its support, great and legiti- 
whole of 


shy 


le end. 


across 


bother words 


mate fears, and the our 





ss the latter also—-and rancor- 
LEM OF EUROPEAN REARM 
yt certan hat Weste! 

NK ercome the grave 
iencies in its governmental 
red th an 


lational interests 

modern 
clothe its 
‘ertain 


nited 


produce 
»s and still feed and 
yple. But it is quite ¢ 
so without [ 
flexible | 


it cannot do 


tes aid on a very Vasis. 


today who 

about economic 
dare to lay down 
for administering 
aid to its European 
getting max- 
um results per dollar spent. If 


Nobody in 
anything 
lities would 
ct criteria 
ited States 


Europe 


IWS 


Western moral tradition Perhaps 
we are not vet ready to die for the 
lack of little darin: 
VENT (i 
U1 States G ent tries 

ris bound by legislation, to attempt 

Sci I] iste a lot of money 
erious! iterfer with the 

rce yf {ust XPansiol 
ncouragement of hich, in the 
end, is the only ire road to suc- 
ce n this vast endeavour 

Circles very close to General of 


the Army Dwight D. Eisenhower 
are veering around to the view 
that the United States ought to place 
reliance than at 
present on Europeans own 
estimate of can best 
and what kind of United States aid 


they need for doing tt. 


a great deal more 
the 


¢ / j 
what tlre ado 
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Economic Conmunission for Europe Reports on 





Production and 


(1) Total Production 


The total production of commod- 
ities in Europe (excluding the Soviet 
Union) which had reached approx- 
imately the pre-war level in 1949, 
rose by about 9 per cent. in 1950. 
As in the previous four years, the 
lion’s share of the increase in out- 
put was concentrated in the field 
of industry. Industrial production 

-already 10 per cent. above the im- 
mediate pre-war level in 1949—in- 
creased by a further 13 per cent. and, 
in the last quarter of the year, was 
running at a rate which, even after 
adjustment for the normal seasonal 
peak, was more than one-third 
higher than in 1938. As in 1949. a 
large part of the total European in- 
crease—in 1950 nearly two-fifths 
was due to the belated but recently 
apid recovery of German industrial 
output. But even if Germany is ex- 
cluded as a special case, an increase 
of 10 per cent. is shown for the rest 
of Europe 


inereas il production ic 


unevenly spread among countries: 
the eastern countries continued to 
industrialise their economies at a 
fast rate, the United Kingdom and 
the other countries of north-western 
Europe (excluding Germany) some- 
what improved on the steady rate of 
srowth achieved in the earlier post- 
war years, the southern and western 
continental countries, which were 
already lagging behind the others, 
lost further ground. 


(2) Agriculture 

In the last complete agricultural 
year, 1949/50, the net output of 
European agriculture was still 6% 
below the average of the five years 


Raw Materials 


immediately preceding the war. The 
experiences of individual countries 
have varied widely. In the planned 


economies of eastern Europe p: 


duction in 1949/50 was still well be- 
low the 1934-38 average, reflecting 
the emphasis given in the plans to 


the development of industry. In 
rest of Europe there has been 
marked tendency for industrial p 


gress and expansion of agricultura 


output to be associated. 

If manpower and capacity w 
the only limiting factors, Europ 
industry would be capable of 
creasing its total output by a furt 
13 per cent, in 1951. A shortagi 
basic materials began, however, 
limit production towards the end 
1950, and in many instances it n 


not be possible to maintain the ra 


of production reached by that ti 


let alone achieve any further exp 
sion during 195] 
(3) Non-Ferrous Metals 

The prospective shortages 
) ) iLs norace 
tial materials which Euro 
lar H self-su icnt ct ( 
steel, and timber, and = mater 
chiefly imported from overseas, s 


as non-ferrous metals. sulphur, 


ton, woo! and rubber. European pri 


i 
duction of the former category 
continuing to expand, but too slo 
in relation to demand. Product 
of most of the other materials in t 
world as a whole is also expandi 
but the rate of increase in Uni 
States demand is so large that s 
plies available for Europe may a 
ually fall. The rapid expansion 
the United States economy, coup! 
with the strong balance-of-payme 


From Economic Survey of Europe, E.C.E. Geneva, May 29, 1951 
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ysiuon of that country, has led 
1rope to import less or export 
iore Of many basic materials; in- 
eased imports of coal and timber 
om America are exceptions, how- 
er, which are helping to alleviate 
i© European shortage, although at 
‘ high cost because of freight charges 
n these bulky commodities. 
Eastern Europe and the Soviet 
nion taken as a whole were 
sefore the war dependent = on 
mports for about half of their 
upplies of copper and lead and for 
imost the whole of their tin. But 
hese imports have now shrunk to 
negligible proportions and produc- 
ion of copper in Eastern Germany 
still substantially below its pre- 
var level. It is not known to what 
xtent the deficiencies have been 
nade up by increased production in 
he Soviet Union-~it appears that 
n ore is being mined in substantial 
uantities in the eastern region and 
it copper production has also 
reatly increased. Eastern Europe’s 
uminium is made from Hungarian 
uxite which is also exported to the 
yvict Union: there is considerabl 
roduction of zinc in Poland 
Western Europe, on the other 
and. is largely dependent on over 
“aS sources for supplies of non- 
ferrous metals. In 1950 only about 
one-seventh of its requirements of 
-opper were met by the ore mine: 
f Western Europe and Yugoslavia: 
the remainder was imported from 
non-European sources, mainly in the 
form of metal. About two-fifths of 
the aluminium and lead used came 
from European bauxite and lead 
ores and about half of the zinc used 
was mined locally, the balance in 
each case being made up in roughly 
equal proportions by imported ores 
and concentrates and imported metal 
Before the war some of the imported 
zinc came from Eastern Europe and 


the Soviet Union, but since the war 
almost the whole of the imports have 
been obtained from overseas. Euro- 
peari resources of tin are negligible, 
but ore is smelted in the United 
Kingdom, the Netherlands and Bel- 
gium, and Europe is actually a net 
exporter of the smelted metal 
(4) Prospective 1951 Supply Position 
A further drawing on stocks can- 
not be expected to provide any 
relief to the raw material shortages 
facing European industry. Stocks 
of coal and steel are always low in 
relation to consumption and provide 
little if any margin for reduction. 
Stocks of timber are already so low 
in many countries as to interfere 
with the continuity of production 
and in general few governments or 
industries are likely to risk further 
depletion of stocks of raw materials 
at a time when the prospects of 
subsequent replenishment are most 
uncertain. The supplies necessary to 
maintain and expand industrial pro- 
duction in Europe will therefore 
have to come from its own current 


output of materials and from im 
ports 
The most basic shortages in Eur- 


ope are likely to be those of coal 


steel and. in the United Kingdom 
ulphur Althou il enters u 
versally int ll production, ! 
creased production in the United 
Kingdom and Western Germany 


this vear will still leave output well 


below the pre-war volume. Even 
with imports from 
consumption in Western Europe in 
1951 could hardly rise by more than 
5 per cent. over last vear, the Sur- 
vey says. But whatever limits coal 
supplies may impose on_ general 
European production, it seems quite 
certain that the output of steel, ow- 
ing to a shortage of iron ore and 
scrap, will be insufficient to allow 


yutside sources, 








either the steel industry or the wide 
range of metal-using industries to 
contribute their full quota to the 13 
per cent, expansion of industrial 
production earlier estimated to be 
possible with adequate supplies of 
raw materials. 

Meanwhile, the increase in world 
supplies of all the non-ferrous metals 
except aluminium will almost cer- 
tainly be modest compared with the 
potential demand. These metals 
are essential to civilian and military 
production alike. Western Europe 
and the United States are affected by 
ihe cessation of supplies of tungsten 
from China and a reduction of 
Soviet exports of manganese, Two 
factors quite outside the control of 
European countries will determine 
Europe’s share of supplies of im- 
ported materials: first, the speed 
with which armaments production in 
the United States develops and the 
extent to which other production 1s 


cut; second, the extent of United 
States stockpiling, a non-economic 
factor depending on the United 
States Government’s judgment of the 
world strategic situation, It seems 
likely that the United States stock- 
piling will be on a smaller scale in 


S| than in 1950, partly because 1t 
was realized that a more ambitious 
programme would interfere seriously 
with the development of industrial 
Western Europe. 


prog ICLIO] 
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(5) West German Trade 
The expansion in European trade 
during 1950, both overseas and with- 
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In Europe, has been accompanied t 
a relative decline in the leading pos 
ition held by the United Kingdon 
\part from the exceptionally sever 
reduction in British imports fro: 
North America, this has not bee 
due to a failure of the United Kins 
dom’s trade to expand but rath 
to the still more rapid increa: 
achieved in the exports and import 
of other European countries, espe 
lully western Germany. In 195( 
other European countries took 7 
per cent. of western German export 
Which, with increases to 
countries, accounted for only abou 
5 per cent. of Europe’s total export 
overseas in 1950, as compared wit! 
a share of some 15 per cent. befor 
the war, In intra-European trad 
Germany’s exports rose by abou 
three quarters in 1950: the export 
of twenty-three other Europea: 
countries taken together also rose 

by about 23 per cent. 


CVersed 


(6) Overseas Balance of Payments 


Europe’s balance of payments wa 
much more favourable in 1950 thar 
in the preceding vear, and, on pres 
ent prospects, more favourable thar 
it seems likely to be again in the 
near future. The very changes whic 


occurred in 1950 were indicative « 
the cross currents ond new force 
at work: the deficit on goods an 
services with the United States 


which had appeared as the hard cor 
of Europe’s payments problems, wa 
cut from $3.2 billion to only half that 
amount, but the deficit with other 
overseas countries rose abruptly 
from $600 million to $900 million 
The development in Europe’s over 
seas payments position on service: 
was similar to that in the trade bal 
there was an improvement ir 
the acccunts with the United State: 
and a deterioration in the account: 
with other overseas countries 


incs. 
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evelopments indicate that Eur- 
; balance of payments with over- 
countries will be subjected to 
eased strain in 1951 for two 
yns—-the increase in the cost of 
yrts and the decrease in the 
ts and credits received and in 
or means of financing. While 

improvement can be expected 
nvisible earnings, according to 
Survey, a much greater potential 
-e of increased receipts is, of 
rse, Europe’s own exports. Dur- 
the last quarter of 1950. total 
orts to overseas countries ran 
in annual rate approximately 
billion greater than the total 
the year: the increase was 
ter than can be explained by 
onal influences. and appears to 
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have been sustained during the early 
months of 1951]. 


(7) Difficulty in Raising Exports 


As the year progresses, however, 
increasing difficulty may be en- 
countered in raising or even main- 
taining the recent level of overseas 
exports. The raw materials pro- 
blems may make it scarcely possible 
for European countries as a whole 
to achieve a further increase in in- 
dustrial production anything like as 
large as that attained in 1950, while 
armaments production will gradu- 
ally take an increasing part of total 
output. Both of these factors are 
likely to affect British exports in 
particular, which alone accounted 
for about 45 per cent. of total Euro- 
pean exports to overseas countries 





STERLING BALANCES RELEASED 


£772 MILLION 


During the vears 1946 (when formal arrangements for restricting sterl 
ing halinces came into force) to 1950, releases made by H.M. Government 
hy arrangements with holders amounted to £772 million. 


his figure takes no account of the rayments by 
for the purchase of annuities from 


India and Pakistan 
His Majesty's Government and for 


defence stores under the financial agreements of July, 1948, but includes 
the sums paid in connection with the purchase of the British-owned rail 


ways in Argentina 


The net change over the period in United Kingdom sterling liabilities 
to all countries, however, was an increase of £69 million, as shown in 


Cmd. 8201. 


The sterling balances of the 


Argentine Central 


Bank were covered 


by the exchange guarantee, and none of these were invested in Treasury 


bills or other British Government 


securities The 


balances of private 


Argentine residents were not covered by the guarantee 


Chancellor of Exchequer, House of Commons, May 8, 1951 
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Problems of House Maintenance 


Rent restriction and rising repair and maintenance costs 


have created an urgent problem for the community. 
Chartered Surveyors indicates the 


Royal Institution of 


The 


short-term answer to the problem 


With the assistance of the Quan- 
tity Surveyors Committee of the 
Institution an analysis has been 
made of the increase since 1939 in 
the cost of repairs and maintenance, 
and (for purposes of comparison) of 
the corresponding increase in house 
construction costs, The results of 
these findings may be summarised 
thus: 


iva HU) , 

— — 
}OSt) att hee” | 
1OS] 107 175 


It will be seen that the percentage 
increase in the cost of maintenance 
is less than the increase in the cost 
of new construction. This is due 
mainly to the difference in weighting 
for labour and materials in the two 
types of work. The current estimated 
cost of maintenance is based on the 
same standard of repair as that re- 
quired before the war in order to 
keep the premises “in a state to com- 
mand the rent.” 

It is frequently argued that the 
increased cost of repairs can be met 
out of funds which landlords were 
able to accumulate during the war 
when littl could be spent on this 
work owing to the shortage of labour 
and materials. This is a fallacious 
argument, because the deferment of 
repairs tends in itself. to cause in- 
creased expenditure in the long run 
due to deterioration resulting from 
it. A typical example is the decay 
of woodwork due to lack of painting, 
which often results in the woodwork 
having to be replaced. Increased 


From 


Royal Institution of Chartered Survevors, 


normal maintenance since 


costs) of 


the war have also made inroads into 


any such accumulated funds, wh 


in consequence have by now evapor- 
ated through that cause alone. It is 


therefore no longer valid to assume 
that money is available from 
souree to continue to meet increa 
outgoings. . 

Although it has been sard, 
behalf of the Government, that t! 
is no prospect of early legislatior 
deal comprehensively with rent res- 
trictions, there 1s an urgent nee 
solve the problem of repairs. H 
ever enlightened and conscientio 
landlord may be, 1t is impossibl. 
present circumstances for him to 
continue to make ends meet, 
a great number of houses are 
creasingly and inevitably falling int 
disrepair The consequences are 
grave 

For every house that becomes | 
fit for habitation, another has to be 
provided by the local authority, and 
the alternative dwelling is’ usually 
subsidised, In the County of LL: 
don, every new local authorits 
dwelling imposes a charge of t! 4 
week on the public purse, and tl 
corresponding elsewhere 
England and Wales is not less tha 
£22 a year, which figures far exceed 
the cost 


Cosi 


that would be incurred 
keeping existing houses in proper 
repair. The choice 1s obvious 
Iwo possible solutions that are 
frequently advocated are to pe! 
either (1) an overall percentage 
crease, or (11) a flat rate of increase, 


1 Memorandum on Rent Restrictions and the Repair Problem 


London, Vay, 195] 
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ontrolled rents. Neither of these 
irses iS Wholly satisfactory; the 
because the percentage increase 
uld reflect and magnify the anom- 
2s mentioned by the Ridley Com- 
ttee, since the landlord who 
ceived a low controlled rent 
suld receive a small increase des- 
e the fact that his outgoings would 
ve increased to the same extent 
those of a landlord of a similar 
ise Iet at a higher rent; the second, 
ause it would not take account 
differences of expenditure on 
ises of different size and value. 
A more reliable basis for fixing 
creases is the statutable deduction 
r rating purposes. All rent-con- 
‘led dwellings are assessed for 
and the assessment is known 
or ascertainable by, both land- 
rd and tenant. If it be accepted 
the statutable deductions from 
oss value to arrive at rateable 
lue represented in 1939 the actual 
(goings on “repairs, insurance and 
ler expenses.” and that a reliable 
nate can be made of the increase 
those Oulgoings, tt is a matter of 
imple arithmetic to arrive at an in- 
I rent to cover the increase 
outgoings. The Institution there- 
re recommends that) controlled 
‘nts be increased by an amount 
ual to such percentage of the stat- 
ible deductions as represents, al 
e time the necessary legislation is 
enacted, the increase in repair costs 
nes 1939 (which is shown to be 
1S per cent. at March, 1951. The 
fyure has since increased and is still 
nsing in May, 1951) 


dse in 


Reliability of Rating Assessments 

Existing rating assessments arte 
sometimes criticised on the ground 
that they are not uniform as between 
ne rating area and another, or be- 
veen One property and = another. 
This is undoubtedly true and would 
) some extent invalidate any scheme 
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of increases which was based on 
gross or rateable values. Statutable 
deductions, however, are relatively 
constant over appreciable ranges of 
gross value, so that differences in the 
latter do not result in significant 
variations in the statutable deduc- 
tions, Thus, for a house assessed at 
£28 gross value, the deduction (out- 
side London) is £7. 
Landlord’s Tax Relief 

Because the actual cost of out- 
goings will have increased since 1939 
by the same amount in the case of 
comparable dwellings let at differ- 
ent rents, the increase should apply 
equally to all dwellings, 1.e., there 
would be no distinction between old 
control and new control houses, or 
between houses of similar rateable 
value but let at different rents. The 
anomalies mentioned by the Ridley 
Committee would not enter into the 
calculation, because they are only 
capable of remedy by comprehen- 
sive amendment of the Rent Restric- 
tion Acts 

The full increase would, however, 
only apply where the landlord is 
responsibie for all repairs. Where 
the tenant is entirely responsible 
for repairs no increase would be 
payable 

It should be a strict principle of 
the scheme for increasing rents, that 
the property is Kept in a fit state of 
repair 
If rents were increased by the 
amount suggested, the allowance 
made for increases in tenants’ rates, 
the total outlay by tenants on rent 
and rates would be less (as a per- 
centage of wages) than it was in 
1939 

The fact that landlords can now 
obtain tax relief through mainten- 
ance claims is sometimes used as an 
argument against rent increases to 
meet additional outgoings. Two 
obvious weaknesses of this argument 








are, first, that not all landlords are 
liable to income tax, and secondly 
that it is still the landlord who act- 
ually bears the increased cost, and 
the maintenance claim only refunds 
to him tax on income which he has 
not in fact enjoyed. It would ob- 
viously be possible to provide by 
legislation that increases in rent to 
cover extra outgoings should not be 
subject to taxation, but that the 
amount of the outgoings would 
nevertheless be admissible in a 
maintenance claim. In that event, 
many landlords would be adequately 
reimbursed by a smaller percentage 
increase, for part of the cost would 
be met by this increase and the re- 
mainder by the Exchequer, This 
would ease the burden on the tenant 
(at the expense of the taxpayer), 
but the system would be inequitable 
as between one landlord and another 
because of their differing liabilities 
to income tax, ranging from those 
with no such liability to those on the 
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On balan 
the Institution could not support an, 
such scheme ag a solution to the 
repair problem, and in any case t 


highest scale of surtax. 


facts do not suggest that a St 
subsidy for the benefit of tenants 
necessary. 


‘he short-term solution put f 
ward in this Memorandum is re! 
simple and straightforwa 
and yet substantially equitable 
between landlord and tenant and 
between one landlord and anoth 
It does not aim at varying the 1 
incomes {before tax) which landlords 
derived from their properties 
1939, and will do no more thar 
maintain those incomes at. the 
former level. The effect will be sub- 
stantially the same as in the case 
of local authority houses where rents 
have been increased since the war 
for reasons precisely similar to th 
which give rise to the proposals 
this Memorandum. 


LL\ ely 


oS 4 





O 2%, ' 


OAL SO PD el inl ir etd al tial tek Me td) 


3 
2 
x3 
x 
x3 
$ 
3 
x3 
3 
x3 
x3 

8 


rs 
; 
; 
3 
33 
; 
; 
; 
: 
; 
: 
; 
z 
; 
3 
3 


pete er 
3% 3 
33 38 
zt ECONOMIC RESEARCH COUNCIL | 
a President : $8 
i Sir John Maczaggart, Bart. i 
ig Chairman : i 
i lan A. Mactaggoart, Esq. it 
3g Vice-Presidents : yi 
; Dr. Wilfrid Hill (Founder and Past President) i 
Sir Richard Gregory, Bart., F.R.S. Sir Richard Paget, Bart. i 

Honorary Secretary: Lady Rhys-Willioms, D.B.E. i 

. a ; 


Annual subscription : 5s. 


csosvepepeyeves sys ceveyess 3/7e¢ 


2, 
oo 


3% 
§ epee pee OPO OF,26, 20,2, 20 2 2OSF, 28 2020 29,20 SO OF, 
Fos'es'ev eves ev eses eee o0'oe' en os ev oven es ones on 


The Economic Research Council was created in 
recognised by the Treasury as a non-profitmaking research and 3% 
education organisation in the field of Economics and Monetary % 
Practice. i} 

x 


Address : 18 South Street, W.1. % 


1943, and is % 








rer 
War 

th 

ils 


os 


2} 


Oe ee eee 


- 


SO,28, 28 24 28,28 OF OO 09 04 


x 
2 
3 
i «= 
3% 
° 3? 
IS $f 
id i 
AJ 
iy. 4 
i 
t 
3 
staesias 





325 


Structure of Britain’s Building Industry 


By IAN 


Are there too many small firms? 


BOWEN (University 


College, Hull) 
Has the time come for 


the rationalisation of the industry? 


[wo facts about the Building 
lustry are widely known—that it 
omposed of a very large number 
firms, most of them very small, 
d that building costs are “too 
th.’ Both these facts need some 
elucidation. 
The mere existence of a large 
mber of small units in any industry 
not in itself proof of the back- 


irdness or inefficiency of that 
dustry. Criticism of the large 
imbers of firms in the industry 


rises because of the second “ fact ” 
rr firmly held belief—that costs 
ight not to be so high. If, for 
example, building costs had declined 
ssolutely, or in a marked degree, 
itive to other prices) since 1945, 
ithe would have been heard about 
alleged inefficiency of the small 
firms. Per contra those who defend 
present structure of the industry 
id to omit any discussion of high 
sts, or to blame them on to 
Government controls and low labour 
oductivity. 
When it is stated that there “are’ 
rge numbers of small firms in the 
dustry the statement gives the 
rong picture, for the firms are not 
1e same from one year to the next. 
ihe rate of turnover of firms 1s very 
irge. For example, in October, 
943, there were 40,000 firms in the 
idustry employing one or more 
peratives, and 27,200 with no oper- 
tives at all. By May, 1947, there 
ere no less fhan 70.500 operative- 
employing firms and 60,500 
registered but with no operatives, a 
‘otal of some 131,000 firms in all. 
The rapidity with which the 
number of firms in the indusfry can 


> 


grow is weil illustrated by the fact 
that there was a nef increase of 
22.500 firms between November, 


1945 and November, 1946, a year of 
exceptional expansion. In 1947 and 
1948, fhe rate of growth slowed 
down, and during 1949 the number 
of firms declined (by some 3.7%). 
instability Points 

Even the figures of net increase 
or decrease in the number of firms 
fail to convey, however, a full picture 
of the instability of life of the 
average small-sized building firm. 
There is a constant turnover of firms. 
From the available statistics it 
would appear that firms disappeared 
from the industry at the rate of about 
1.000 in each month in 1945-6, and 
of over 1.500 a month in 1946-7. 
These are only rough estimates, but 
they are accurate enough to illustrate 
the point that withdrawals from the 
industry are high even at times when 
its activity is Increasing. 

The high turnover rate of firms is 
undoubtedly a reflection of the ease 
with which the industry can be 
entered, and of the low capitalisation 
of the industry. 

The nil-operative 
peculiar category. <A _ nil-operative 
firm is one which declares itself to 
employ no operatives at the date to 
which the return refers (all statistics 
on building firms since 1941 being 
derived from compulsory returns 
made by registered firms at intervals 
to the Ministry of Works). Many of 
these small units include “ working 
principals ”: they are. in fact. firms 
started up by a working bricklayer 
or painter (or handyman) on his own 


firms form a 


From “The Case for Rationalisation of the Building Industry,” 
Manchester School, University of Manchester, May, 1951 








account. The kinds of repair jobs 
needing to be done (and sometimes 
even done illegally) in the two 
immediate post-war years were par- 
ticularly suitable for the one-man 
firm. and, further, the abolition as 
from March, 1946, of all legal 
restrictions on entry into the industry 
undammed a flood of new entrants. 
Legal restrictions on incentive pay- 
ments to employed workers, then 
still imposed, were also conducive to 
diverting business to the small firm 
(whose proprietor could work for a 
higher rate than the permitted wage). 

Very large numbers of firms 
employ only one or two operatives, 
a large number employ from 3-5 
operatives. and still a considerable 
number (18,000 in 1946, for 


{ 


example) ts fo be found in the 6-19 
operative class. Nevertheless if the 
three smallest size-groups of firms 
(with 1-2, 3-5 and 6-19 operatives) 
ire all taken together, though they 
include &6.9 of all firms in the 
industry they jointly emplov. only 
30. | f the labour 


There have been rapid = adyust- 
the numbers of firms in the 
different size-groups, all up and down 
the scale. ‘Or example. between 
1943 and 1946 the numbers of firms 
in the 6-19 operatives class nearly 
doubled, and in the 20-99 employing 
more than doubled (from 
7.756). In the war vears the 
(those with 1,000 
Operatives or more) significantly 
increased their absolute, and_ still 
more. their relative importance in 
the industry. 

The 


} ' 
Class it 
3.40? to 


very large firms 


industry is thus immensely 


flexible, if by this word is meant 
adaptable to rapid changes in the 
employment situation, and in the 
volume of work done (or permitted 
This capacity for 


to be done). 
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adjustment is made up of tw 
different factors, ease of entry and 
speed of exit, on the one hand, and 
of the capacity of individual firms 
expand or to contract on the othe 
The net result is that not only th 
size, but the pattern of the industry 
employment may be changed pr 
foundly from one year to the next 
Flexibility is itself an advantag 
but not a sufficiently overwhelmi 
advantage to outweigh all other 
considerations. The present adapt 
ability of the industry has to 
measured against the = requir 
adaptability. 
Contracts Analysed 
Since the outpur of the indust 
includes a// works of construction, 
lefined above, the range of size at 
type extremely larg 
Considerable variations in the size 
m are for this reason an econom 
advantage. To work out, even vet 
roughly. the required size-distribu 
tion of firms 1t would be 
fo know just what sizes of firn 
ld tackle the different-sized jo! 
end how many jobs of different siz 
there are. Unfortunately both the 
items of information are missing. 
It is, however, possible to divid 
the contracts let in some post-w 
years into broad categories by siz 
In 1946, for instance. work beg 


analysed roughly 


e om 
1 00S 1S 


tiy 


necessa 


Can e 
follows: 
Number of contracts 

let in 1946 


Ministry Works 
Licences 
Work over £100 237,000 


Maintenance 
] icenc¢ es 100.000 
Local Authorities’ Licences 
or approvals. 


New housing 20.000 — 25,000 
Non-housing £10- 

£100 325.000 
Housing repairs, 

etc. ze ... 1,100,000 


1,782,000 — 1,787,006 














and 
al 


ract: 


JOO 


87,006 





smaller 
went to the small and medium-sized 


operatives). 
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hich must be added an unknown 
er (perhaps 2 3 millions) of 


or 3 
done worth less than £10 each. 
liere are Many complications in 


nterpretation of these figures 
nstance some of the licences 


to work done “outside the 
stry ”) but these can be ignored, 
ey give a broadly correct picture 
‘kind of work that the industry 
do. Work of less than £10 in 
annually a substantial figure, 
the £80 millions devoted in 1946 
repairs, maintenance and con- 
ions (it was higher than this in 
years 1948-1950) could well be 
to the small and medium-sized 
that is to those with no 
than 19 operatives employed. 
would leave them — several 

n jobs a year, and support a 
tantial labour force in regular 
loyment. Next, there would be 
2§.000 or so jobs a year of non- 
works, valued 

f10 and 


>! 
ICES, 


(in 1946) 


£100 *h. 


Cac 


S ng that these jobs had been 
ut equally between = all 

vers of 6-19 operatives, this 
vork out at about 18 con- 


apiece, the average value of 


contract being about £50. (Of 
such arithmetically equal 
ring 1S not proposed as a 


ctical policy, but worked out to 
v that on average there would be 
1zh work for each firm). Some 
these jobs might even be done by 
uller firms, those with 1-5 oper- 
ves employed, the remaining jobs 
this category going to rather 
er firms than then existed in the 

9 class. 
Supposing ... 
Supposing, that all the 
described above 


then, 
contracts 


uilders (i.e. those employing 1-19 
If an average turnover 
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for these firms in 1946 might be 
assumed of some £4,000, the total 


number of firms required would 
have been 35,000. Actually there 


were about 60,000. 


Supposing, again, that all the 
houses for which contracts were let 
in 1946 had been grouped into 100 
house blocks (not necessarily built 
close to each other, but on scattered 
sites as required), and suppose 
further that it had been deemed 
efficient for each large firm to take, 
average, five housing con- 
tracts in a year (10 might be more 
economical if the firms were really 
large-scale). In these circumstances, 
some 2,850 contracts would have had 
to be let among 570 contractors. The 
ictual number of — contractors 
1 on local authority 


raged 
1949 was stated to be 


On an 


house 


rection in 


5.9002 
1 t - | | 
Proposals for rationalising the 
YU 1] istry dO not mean pro- 
- } 1; in +} _— cl 
sosals for abolishing the small and 


ized firm There 1s now, 


and will be in the future, a vast 
field of enterprise in which small 
units can operate efficiently But 
small and medium-sized firms are 
yypok int saw Ainildino wark ft 
brougnt into new uUligding WOTK lOO 
often, and the threat that they may 
come provides that cut-throat 


competition of which the large firms 
rightly complain. They are often 
under-equipped, and many of 
them are backward in their 
techniques. The existence of such a 
large floating army of firms put 
them financially at the mercy of th 
well-organised rings of materials’ 
producers. 


too 


But what about the craft structure 


of the industry? Does not any 
proposal fo rationalise its organisa- 
tion threaten the ancient and 
honourable crafts? 

1 House of Commons Debates, June 


1949. 








328 ECONOMIC DIGEST 


A rationalisation of the industry standard. The rationalisation of 
would not abolish bricklaying, or industry should be accompanied 
traditional building; indeed, the much more: intensive campaigns b 

= > ) Of 1S¢ : > 1 o yf is 
better organisation of the letting of both the old and the new spher: 


contracts should improve the tradi- ang would promote continuity 
tional skills and raise their average work. 





Also Worth Reading 





The Economic Development of the Highlands. by T. A’ F. Noster, Manche 
School, May, 1951. 


Reflections of a Grazier, by J. H. ASHTON, Australian Quarterly, Sydney, Marc 
1951. The author has had thirty years’ experience as a grazier in New South 


Wales and writes an ‘inside* story with authority. Wool, which provides at 
half of Australia’s overseas funds, comes first in Australia’s economy, with fo 
second. ‘An adequate supply of wire-netting, wire and steel posts is the b 
contribution the Government can make’ toward the success of the industry 


Water for Australia? By Eric B. Kraus, Australian Quarterly, Sydney, Marci 


1951. Not enough natural rain falls in Australia. Can it be made more |! 
scientific means? The author (lecturer in Mathematics, Sydney University 
hopeful; there are plenty of clouds for the rainmakers’ experiments. 
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Britains Water Supplies, Westminster Bank Review, London, May, 1951. Plent 


of water falls, but low cost has led to widespread waste. A national pol 
such as was foreshadowed by Churchill’s Wartime Government, is needed. 


Capital Outlay in the Oil Industry, Westminster Bank Review, London, May, 19 


Changes in the Structure of the German Banking System, by J. LANNER, Economica 
London, May, 1951. The American plans of 1947 and 1949 for decentralizing 


the banking system have collapsed. Lines for further reform are forecast 


The Welfare Stafe, 1900-1951, Barclay’s Bank Review, London, May, 195] 
four-page inset in colour, showing the rise in cost per head. from about 
to over £40; the transfer of incomes; a comparison of war and social expen 


ture (now in active competition); and the flow of money through the Welfare 


State 


The Forest Industry of Norway, Bulletin, Norges Bank, Oslo, May 1951. A comp 


hensive survey with statistics and graphs. Output by volume (1938=100) rose 


to 151.6 in 1949. 


The Budget of the Government of India for 1951-2, Bulletin, Reserve Bank of Jn 
Bombay, May 1951. A full statement of the facts. not a commentary. 


India’s National Income for 1948-9, Bulletin, Reserve Bank of India, Bombay, M: 
1951. Substantial extracts from the first report of the Government's Nation 
Income Committee. The private sector of the economy contributed 91.3 
cent, of the net domestic product. Taking the population as 341 millions. 
capita income amounted to Rs. 255 (under £20) 
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